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INTRODUCTION TO THE PUBLIC ACCOUNTS 


Nature of the Public Accounts 


The Public Accounts is the report of the Government 
of Canada prepared each fiscal year by the Receiver 
General as required by Section 55 of the Financial 
Administration Act. 


The report covers the fiscal year of the Government, 
which ends on March 31, and is prepared from data 
contained in the accounts of Canada and from more 
detailed records maintained in departments and agen- 
cies. The accounts of Canada is the centralized record of 
the Government’s financial transactions maintained by 
the Receiver General in which the transactions of all 
departments and agencies are summarized. Each depart- 
ment and agency is responsible for agreeing its accounts 
to the control accounts of the Receiver General, and 
maintains detailed records of the transactions in those 
accounts. 


The report covers the financial transactions of the 
Government during the year. In certain cases, parlia- 
mentary authority to undertake transactions was pro- 
vided by legislation approved in earlier years. 


Format of the Public Accounts 
The Public Accounts is produced in three volumes. 


Volume I presents a summary and analysis of the 
financial transactions of the Government. Volume II is 
published in two parts. Part I presents the financial 
operations of the Government, segregated by ministry 
while Part II presents additional information and 
analyses. 


Volume III responds to Subsection 153(1) of Part XII 
of the Financial Administration Act which was pro- 
claimed on September 1, 1984. In it, the President of the 
Treasury Board provides Parliament with an annual 
consolidated report on the businesses and activities of all 
parent Crown corporations. The report includes a list 
naming, as of a specified date, all Crown corporations 
and all corporations of which any shares are held by, on 
behalf of or in trust for the Crown or any Crown 
corporation. Employment and financial data, including 
aggregate borrowings of parent Crown corporations and 
other information, are also provided. 


The President’s Message 


I am pleased to present my third Consolidated Annual Report to Parliament pursuant to subsection 153(1) of the 
Financial Administration Act (FAA). This report on the businesses and activities of parent Crown corporations listed 
in Schedule C of the Act now contains additional information on Crown corporations. 


The new information relates to the eight parent Crown corporations* which are exempt from the reporting and 
most other provisions of Part XII of the Act. These eight corporations are of relative importance in terms of 
employment and Canada’s annual contribution to their operations is very significant. Previous reports contained their 
financial statements only. The addition of new data brings the level of information provided on exempt corporations 
to that of their scheduled counterparts. 


The Environment 


Two major factors continue to influence the environment of Crown corporations: the ongoing effects of Part XII of 
the FAA and this government’s commitment to privatization. 


Over two years have now elapsed since Part XII of the FAA came into force. In addition, and pursuant to the 
legislation, regulations have been promulgated dealing with a variety of matters. During these initial two years of the 
implementation of the control and accountability framework, a new dynamic has emerged with respect to Crown 
corporations. As a result of the Act, in law and in fact, each Crown corporation is ultimately accountable to 
Parliament through its appropriate Minister for the conduct of its affairs. As a result of the legislation, and the 
regulations which flow from it, parliamentarians are equipped with improved accountability instruments with which 
to evaluate the performance of each scheduled Crown corporation in relation to its stated objectives, and to hold it 
accountable. 


The important accountability documents which are produced by Crown corporations include corporate plans and 
budgets and their summaries, and annual reports. They are described in law and, in some cases, further described by 
the regulations of the Treasury Board. Now that the instruments themselves, as well as matters such as the nature of 
their contents and the timing of their submission, have been addressed, the emphasis has begun to shift away from the 
control of Crown corporations and towards the question of accountability. Over time, as this new freedom for 
corporate initiative takes hold, the importance of the corporate plan and budgets, together with the annual report, 
will emerge as the critical instruments whereby Crown corporations and their management are judged by their 
performance and their ability to adapt to change. 


Annual Highlights 


The data contained in this report have been reported by each Crown corporation at its financial year-end occurring 
on or before July 31, 1986. 


At their financial year-ends the 53 scheduled corporations**, together with their subsidiaries, had total assets of 
$55.0 billion which represents a slight increase of 3.5 per cent from my last report. Exempt corporations, reported 
here for the first time, had total assets of $6.1 billion, being largely the assets of the Canadian Wheat Board. 


Figures for the same period indicate that the 53 corporations and their wholly-owned subsidiaries employed 
187,000 people, a decrease of 5.0 per cent from my last report. Two main factors caused the change. First, a drive for 
efficiency within all Crown corporations over the last two years brought about a decrease of 3,000 employees during 
the reporting period. However, this decrease was offset in part by increased employment at Petro-Canada as a result 
of its takeover of the assets of Gulf Canada Limited. Secondly, Canada Post Corporation changed its basis for 
reporting from person-years to full-time positions, which made its reporting consistent with other corporations and 
reduced its total by 10,100. 


* Bank of Canada, Canada Council, Canadian Broadcasting Corporation, Canadian Film Development Corporation, Canadian Institute for 


International Peace and Security, Canadian Wheat Board, International Development Research Centre and the National Arts Centre 
Corporation. 


** Since my last report, Parliament exempted the Canadian Institute for International Peace and Security from most provisions of Part XII of the 
FAA. On the other hand, two subsidiaries received directives under Section 99 of the Act, to conduct their affairs or to report as if they were 
named in Schedule C. The two are: Marine Atlantic Inc. (formerly CN Marine Inc.) and Petro-Canada International Assistance Corporation. 


ili 


Budgetary funding to all Crown corporations, including those exempt from the Act, during this reporting period 
totalled $5.5 billion. Among the exempt corporations, the four cultural corporations* received in excess of $1 billion 
from Canada. 


The budgetary payments from Canada to Schedule C corporations amounted to $4.4 billion which is $362 million 
less than the figure reported last year. This results from the fact that payments to many corporations were somewhat 
less than those made in prior periods. 


Part II of this Annual Report lists corporations which are not wholly-owned by Canada. Among these corporations 
are mixed and joint enterprises. These are entities in which Canada has a partial equity interest. The total assets of 


these mixed and joint enterprises in 1985 had reached $8.5 billion. Of this, the Canada Development Corporation 
accounted for $7.3 billion or 85.9 per cent of total. 


Corporate Highlights 


A number of significant developments have occurred during the past year. More complete information on parent 
corporations will be found in their annual reports which are tabled in Parliament. 


The recent period has been a difficult one for Canada’s most prominent Crown corporations in the transportation 
field. Faced with intense competition and changes in the transportation environment, CN has announced a series of 
difficult measures designed to halt the deterioration in its financial performance. CN Route is being sold. 
Productivity, particularly in rail operations, is being improved. Capital expenditures are being curtailed and total 
indebtedness restricted. 


VIA Rail has experienced lower than forecast ridership but, despite management’s efforts, costs have risen, 
particularly for equipment maintenance. 


As a consequence of the continued downturn in Seaway traffic, the St. Lawrence Seaway Authority has had to 
deplete further its reserves to meet operating costs. The age of the Welland Canal will likely necessitate additional 
expenditures to renew this section of the Seaway. 


Air Canada’s financial results were also disappointing. The company has since embarked on a cost reduction 
program coupled with an internal reorganization to improve market responsiveness. 


Special circumstances have placed several other corporations under heavy pressure as well. The financial 
difficulties of a number of member institutions, including the Canadian Commercial Bank and Northland Bank, 
resulted in a cumulative deficit in the Canada Deposit Insurance Corporation’s fund of $1.2 billion as at December 
31,1985. To remedy this situation, amendments to the CDIC Act provide for a substantial increase in premiums 
chargeable during 1986. 


The decline in world oil prices led Petro-Canada to write down the value of properties to the extent of $865 million 
after taxes. With the purchase during the year of Gulf Canada Limited’s refining, transportation and marketing 


assets west of Quebec, Petro-Canada became a leader among petroleum product marketers in every region of the 
country. 


Atomic Energy of Canada Limited is in the process of rationalizing its operations to reflect the prolonged hiatus in 
new orders for nuclear generating plants both in Canada and abroad. A decision was taken in early 1985 to shut 
down heavy water production facilities, and government funding for nuclear research will be reduced gradually over 
the next four years; however, AECL expects to maintain its research activities at, or near, current levels through 
increased participation by the major beneficiaries, including provincial utilities and private industry. 


In contrast to this generally bleak picture, some corporations performed well, or better than expected. 


*Canadian Broadcasting Corporation, Canada Council, Canadian Film Development Corporation and the National Arts Centre Corporation. 


Teleglobe Canada had another good year in 1985 and realized a net income of $53 million, enabling the payment 
of an $80 million dividend to the government early in 1986. 


The overall performance of the ports system (the Canada Ports Corporation and the six Local Ports Corporations) 
has been favourable. Sharp declines in grain traffic at the eastern ports were partially offset by increased coal 
shipments at western ports. Uncertainty over levels of traffic in major commodity continues with necessary 
adjustments being made at individual ports. Indications are that the recently experienced growth in container traffic 
will continue. 


Canada Harbour Place Corporation completed construction of the Canada Pavilion at EXPO °86 on time and 
within budget. The building has become one of the primary symbols of EXPO ’86. The number of visitors to the 
Canada Pavilion has been more than 20 per cent higher than originally anticipated. 


Last but not least, Canada Post Corporation was able to negotiate agreements with its unions without major work 
stoppages again this year. In the February Budget, the Minister of Finance set the year 1987-88 as the last in which 
the Canada Post should expect the government to cover an operating deficit. Subsequently, Cabinet has ratified 
general directions for the corporation which emphasize improvements in service and financial performance. 


Privatization 


Last year, a Ministerial Task Force on Privatization was established to develop a strategic approach and workplan 
for the privatization of Schedule C Crown corporations and some mixed enterprises where government ownership is 
no longer necessary for public policy purposes. Under the direction of the Task Force, a formal three-phase 
privatization process has been developed. The first phase, which is the critical path assessment, involves an 
identification of policy, operational and financial issues. The second phase is the development of the privatization 
plan which requires a resolution of policy and financial issues, and the preparation of the corporation for 
privatization. The last phase is the actual divestiture, whereby the corporation is publicly announced for sale and the 
privatization process is finalized. 


Since the Budget of May 1985, the Northern Transportation Company Limited was sold for $27 million. Also, the 
government completed the sale of 21.8 million of its 30.7 million holdings of common shares in the Canada 
Development Corporation, realizing net proceeds of approximately $245 million. 


There are additional major accomplishments to announce. The de Havilland Aircraft of Canada, Limited was sold 
to Boeing for $155 million, which includes $90 million in cash upon closing and a repayable note of $65 million. 
Canadian Arsenals Limited was sold to the SNC Group for $92.2 million. All issued shares of Pécheries Canada Inc 
were sold to La co-opérative agro-alimentaire Purdel for $5 million, subject to final adjustments. Furthermore 
negotiations are soon to be concluded with Route Canada Holdings Inc. on the sale of CN Route. Negotiations are 
also proceeding with the territorial governments which are interested in obtaining the Northern Canada Power 


~ Commission. 


More recently, the government announced the signing of a Letter of Intent to sell Canadair Limited to Bombardier 
Inc. When negotiations are completed, the government will be paid $120 million in sale proceeds, plus an estimated 
$173 million over time in Challenger royalties. Of the remaining CDIC companies, Eldorado Nuclear Limited and 


_ Teleglobe Canada remain to be sold. Discussions are being held currently with interested parties. 


As a further indication of the importance the government places on privatization, on June 30, 1986, the Prime 
Minister appointed my colleague, the Honourable Barbara McDougall, the Minister of State for Privatization. 


Privatization will continue to be carried out in a careful and considered way, according to sound management 
principles, so that the government may obtain a fair price for its assets while safeguarding the interests of concerned 
constituents. 


Public Policy 


Employment Equity 


The federal government announced in March 1985 that the Treasury Board would be coordinating the | 
implementation of an Employment Equity Program for designated groups in Crown corporations, comprising women, | 
persons with disabilities, aboriginal peoples and members of visible minority groups. 


Over the following 12 months, initiatives were undertaken to ensure the introduction of effective programs by | 
Crown corporations to meet both federal program objectives and the interests of individual corporations. 
Consultations were held at the policy development stage with representatives of Crown corporations, Employment | 
and Immigration Canada, the Canadian Human Rights Commission, Statistics Canada and various other | 
organizations. The resulting policy was reviewed by representatives of the designated groups serving on advisory | 
committees to the President of the Treasury Board and, in April 1986, Treasury Board’s policy and accompanying | 
guidelines on the implementation of Employment Equity in Crown corporations were published. 


During the year, the Employment Equity Section made extensive efforts to identify the assistance Crown | 
corporations would require in order to implement the new policy. As a result, group training sessions were held in 
various parts of the country on the more technical aspects of program implementation for responsible Crown | 
corporation representatives who requested such assistance. 


I am pleased to report that support for the Employment Equity Program has been strong at senior management 
levels in Crown corporations. Working together, strategies are being devised to assist the corporations in building a | 
strong program base from which they can develop and implement their individual action plans, beginning in 1987-88. 


Official Languages 


Parent Crown corporations and their wholly-owned subsidiaries are subject to the provisions of the Official | 
Languages Act. They are therefore required to provide services to the public in both official languages at their head | 
offices, in the National Capital Region, and elsewhere in Canada where there is significant demand. While services | 
are not always available in the French language in regions of significant demand outside the National Capital Region | 
and Quebec, improvements are being made. ! 


The Treasury Board continues to help Crown corporations implement the government’s official languages | 
objectives. In 1985, the Secretariat consulted major parent Crown corporations on the implications of Part XII of the | 
Financial Administration Act, so that official languages policies are extended to wholly-owned subsidiaries in a | 
reasonable manner, taking into account their diverse mandates, operations and geographic locations. 


Regulations 


Since my last Annual Report, the following regulations have been promulgated: 
Crown Corporation Borrowing Regulations, amendment - 16/01/86 SOR/86-143. 
Crown Corporation Corporate Plan and Budget Regulations (Form, Contents, Timing and Period Covered) - | 
29/07/86 SOR/86-828. 

A list of other regulations, made pursuant to Part XII of the FAA and promulgated is as follows: 


Crown Corporation General Regulations (Notification, Disposal of property by Agent corporations, 
Remuneration and By-Laws) - 31/08/84 SOR/84-743, amended 05/07/85 SOR/85-643. 


Crown Corporation Borrowing Regulations (Transactions, Approvals, Exemptions) - 31/08/84 SOR/84-742, 
amended 07/03/85 SOR/85-230, amended 12/09/85 SOR/85-902. 


Crown Corporation Summaries Regulations (Timing) - 30/01/85 SOR/85-128. 


vi 


It is clear from the above that the past year was a difficult one for many Crown corporations. It should be recalled 
however that Crown corporations exist primarily to serve public policy objectives, which must be taken into account 
when considering their performance. Moreover, many Crown corporations also feel the effects of shifts in the 
economy, as do their private sector counterparts. 


I am pleased with the progress which has been made in the management of the government’s portfolio of Crown 
corporations. Much has been accomplished over the last two years in establishing the systems underlying the control 
and accountability framework. 


In my next Annual Report to Parliament, I will look forward to reporting on the government’s further progress in 


reducing its portfolio of corporate interests. 


Robert R. de Cotret 
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PART I 


ANNUAL CONSOLIDATED REPORT 
ON THE BUSINESSES AND ACTIVITIES 
OF ALL PARENT CROWN CORPORATIONS 
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| PUBLIC ACCOUNTS, 1985-86 
INTRODUCTION TO PART I 


Part I of this Annual Report is a document of record on the financial affairs of all parent Crown corporations, 
comprised as follows: 


|e Tables | and 2 present aggregate financial and employment data for 60 Crown corporations, comprising: 


e the 51 parent Crown corporations listed in schedule C of the Financial Administration Act (FAA) in the 
twelve months ending July 31, 1986; 


¢ two subsidiaries of listed corporations, to which by Order pursuant to s. 97(2) of the FAA, the provisions of 
divisions I to IV of Part XII of that Act were caused to apply as if the two were parent Crown corporations; 
and, 


¢ seven parent Crown corporations which, by s. 96(1) of the FAA are exempted from the provisions of the 
above-cited divisions. 


-e Audited financial statements for the period covered by the report for each of the above 60 corporations and for 
the Bank of Canada. 


e A Summary Page for each corporation precedes its financial statements. This page presents a financial summary 
of several years’ performance of the particular corporation, along with basic information about the corporation. 


: The tables show that at the close of the period covered by their reports the 60 corporations had total assets of $61.2 
| billion and their combined employment was 200,000; their obligations to private sector lenders increased in the report 
| periods by $1.9 billion. However, since the date of the financial year end varies amongst these corporations, these 
aggregate data do not relate to a single date or period. 
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The Tables 


Tables 1 and 2, which follow, respond to the requirement in the 
Financial Administration Act (FAA) that financial data, including 
employment and aggregate borrowing by corporations, be reported. The 
data for individual corporations are “for their financial years ending on 
or before July 31,” 1986, and totals of these data, therefore, do not relate 
to a single 12-month period. 


Data are presented for 60 corporations comprising: 51 corporations 
which were listed in schedule C of the FAA in the report period; two 
subsidiaries, CN Marine Inc. (renamed Marine Atlantic Inc.) and Petro- 
Canada International Assistance Corporation which had been directed to 
behave, or to report, as if they are parent corporations and, seven of the 
eight corporations which pursuant to s. 96 of the FAA are exempted from 
scheduling. The other exempt corporation, the Bank of Canada, is 
excluded from the tables because of the unique nature of its financial 
data (see its Summary Page). 


Reporting of data is on the following principles: 


e Year-end dates: December year-ends relate to 1985; other year-ends 
relate to 1986, unless footnotes indicate otherwise. 


¢ Employment data describe the number of full-time employees. They 
relate to the parent corporation and all its subsidiaries. Special cases 
are footnoted. Bank of Canada (2,341 employees) is excluded. 


e Net new borrowing data comprise changes during the financial 
period in outstanding principal amounts of capital leases and long- 
term and short-term borrowings. To the extent possible, they do not 
include adjustments for exchange rate variations and they take no 
account of transfer of assets and related debts such as those 
occurring between the port administrations. 


¢ Budgetary Funding from Canada comprises cash paid to the parent 
corporation and, as well, that paid directly to its subsidiaries. 
Payments for which a class or kind of recipient is eligible are 
excluded from these data. (Examples of such exclusions are 
Petroleum Incentive Payments and those for Rehabilitation of 
Prairie Branch Railway Lines.) Canada Post data include cultural 
mail subsidies. 
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Notes to the Tables 


For some corporations, audited consolidated financial statements for the period covered by this Report were not 
available when the Report was sent to press. Therefore, preliminary data for the report period are presented in 
respect of: 


Canada Lands Company Limited 
Mingan Associates, Ltd. 
Societa a responsibilita limitata Immobiliare San Sebastiano 


Financial data presented are from audited financial statements for a period other than the report period, as 
follows: 


Canadian Dairy Commission - 12 months ending July 31, 1985 
Canadian Wheat Board - 12 months ending July 31, 1985 


The equity value for Canada Deposit Insurance Corporation takes account of the position of its Deposit 
Insurance Fund. 


Funding data for Export Development Corporation are Corporate Account data. Budgetary funding to Canada 
Post Corporation includes cultural mail subsidies. 

Employment data: 

e for Canadian Dairy Commission and Canadian Wheat Board are as at June 1, 1986. 


e for Canada Development Investment Corporation comprise employment in Eldorado Nuclear Limited, in 
Canadair Limited, in de Havilland Aircraft of Canada Limited and that in the parent corporation. 


e for Canada Ports Corporation do not include employment in the local port corporations named in these 
Tables. 


e for Canada Post Corporation have previously been reported on person-year basis. 


e for the four Pilotage Authorities include contract pilots. 


CN Marine Inc. (recently renamed Marine Atlantic Inc.) and Petro-Canada International Assistance 
Corporation are shown amongst C-I corporations since, though not scheduled in the report period they had been 
directed, pursuant to s. 97(2) of the FAA, to conduct their affairs, or to report, as if they were (C-I) parent 
Crown corporations. 
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4. 


SUMMARY PAGES AND THE AUDITED FINANCIAL STATEMENTS 
FOR EACH PARENT CROWN CORPORATION 


11 


. Fe ih 7) 


: Lpweslishae: 
ners A 

ove Pe 

aida Gad Momypiny Lindted 5 


Asaniv <4, l 1a, 
5 pemeOrt bitin Hite ‘nagar: ew fa bie 
ant 


7 7 " 7 
sho Gi fila deeseitert tre irih tet: fir! + ebting for wg ch 
Mos on ; ite 


a 


: a 
Raeretinn Fiery Conumiasion~ be prone Ge? has ALIS 


Pati idei heat Boal = 12 monies eradina J ~? . 
. ~ oF is 
We | Cee value for. Canada Dereepy wisn Coomemrtstae a estou 7 hel es : 
LAY ue rnd i ; : ; 
a ' 7 ia ¥ f oon? Tevelorny A Corr Tl » <4 > if erat Tar py! te “ Byiewign reel 
xis tin igeleras coltere! qu! < : . 
ae ; 3 7 
a on cy aTVuMT ATE MAOH AVES igre CHAT VAM, “4% 
eT _ 3 ACTEATONRUS WOM TERA HOA HOF, . Lod 


tors spegel erayey ~ niioae ‘Oot a Can pha 0 f aaat ne aie aft ay us jy. = 1, ideo, 


@ iy made Cie) ania nec meet 8a 7 “~~ ane ] : mr iA Fidarl fo Nurleve Hinting 
Cantina eee i ihe they! Aa wire 14 Bap! - 9 het a he parent CarpRra tiny -_ 


uv Cadiad Gans Corparie so Gb R68 Bein Gh oper’ tee tee! pant Gi eaentdne wecnneds yet . 


E j - : 
bad " Op] ily one ¥ per wei" ya way folios Agthé cad’ Keg : a aor & Pra : 7 j 
, ; a 4 
Re frst Piirenge Ae horhiice withadte yontrge’d pre Mu — 
S., Fi a: (rbetatly rieunod Sonne Ate / “= Phen « gage’ (Gegrasmingg! ii 
alien eft shown toma ” 1 seo nae ae ate eee, Gig” a ah < eh & otted they Wad bas: 
1, wowmeal to's, 92) jj abe, FAVA, 40 anars " wes 4 2 paul @ & gy weve (C4) fe ae 
; ay Te 28 ¢@ : £ 


ay 1 


ae 


PUBLIC ACCOUNTS, 1985-86 


A Summary Page precedes the audited financial statements of each 
parent Crown corporation. 


Each Summary Page presents basic information about a corporation’s 
mandate, origins and present status and names the senior officers as of 
October 1, 1986. As well, a financial summary includes information such 
as obligations (which comprise long-term and short-term loan principal 
outstanding and other funding to be repaid, plus capital leases) and 
details of the cash provided to the corporation and its subsidiaries by 
Canada. The non-budgetary amounts displayed in the financial summary 
include equity infusions as well as loan funding. 


Bracketed values () denote: for assets or equity, a deficit: 
for “cash from Canada, net”, a net payment 
to the Consolidated Revenue Fund. 
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SUMMARY PAGE 


AIR CANADA 


MANDATE 


To provide a publicly-owned air transportation service, with powers to carry out other businesses incidental to the 
airline operation, having due regard to sound business principles and, in particular, the contemplation of profit. 


BACKGROUND 


The Corporation’s operation began in 1937. Until 1978, it was a subsidiary of CNR. Today it operates 112 jet 
aircraft, has 22,100 employees and its operations comprise 60 per cent of Canadian revenue-passenger miles flown. 
No federal funds have been invested in Air Canada since the conversion to equity in 1978 of $324 million of its debt 


obligations to Canada. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


DATE AND MEANS OF 
INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


500 Dorchester Boulevard West 
Montreal, Quebec 
H2Z 1X5 


—Schedule C, Part II 
—not an agent of Her Majesty 


The Honourable John Crosbie, P.C., Q.C., M.P. 
Transport 


Trans Canada Airlines Act, 1937; repealed and replaced by Air 
Canada Act, 1977 (S.C. 1977-78, C. 5). 


Pierre J. Jeanniot 


Claude I. Taylor 


Thorne Riddell, Poissant, Richard 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


At the end of the year 


hota LASSCise. take aca ater ene 
Obligations to the private sector 
Obligations*to:'Canadax::...,<055--41e 
Bauity 01 Canada nie ences 


Cash from Canada in the year 


== DMO DCLUEY = +. bea.ancaieane meee ete. 


ENON DUG RELAY cieh.cescctacsadeereveav ee sects 


1985 1984 1983 1982 
(restated) 
1 2. Te seca dae iret eh ae en 2,590 2,508 2,187 2030 
1,265 1,087 848 629 
Oe em een ee 196 228 246 263 
TUTTE ER et A A! 513 528 486 482 
CN) oT Se IER ORE ie Ses nil nil nil nil 
PRA FET he A oe Pe ee nil nil nil nil 


PUBLIC ACCOUNTS, 1985-86 


AIR CANADA 
MANAGEMENT REPORT 


The consolidated financial statements contained in this annual 
report have been prepared by management in accordance with gener- 
ally accepted accounting principles and the integrity and objectivity of 
the data in these financial statements are management’s responsibility. 
Management is also responsible for all other information in the annual 
report and for ensuring that this information is consistent, where 
appropriate, with the information and data contained in the financial 
statements. In support of its responsibility, management maintains a 
system of internal control to provide reasonable assurance as to the 
reliability of financial information and the safeguarding of assets. The 
Corporation has an internal audit department whose functions include 
reviewing internal controls and their application, on an ongoing basis. 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control 
and exercises this responsibility through the Audit Committee of the 
Board, which is composed of directors who are not employees of the 
Corporation. The Audit Committee meets with management, the 
internal auditors and the external auditors at least four times each 
year. 


The external auditors, Thorne Riddell, conduct an independent 
examination, in accordance with generally accepted auditing stand- 
ards, and express their opinion on the financial statements. Their 
examination includes a review and evaluation of the Corporation’s sys- 
tem of internal control and appropriate tests and procedures to provide 
reasonable assurance that the financial statements are presented fairly. 


_ The external auditors have full and free access to the Audit Committee 


of the Board and meet with it on a regular basis. 


Pierre J. Jeanniot 
President & Chief 
Executive Officer 


William J. Reid 
Senior Vice President 


Finance 
| CONSOLIDATED BALANCE SHEET DECEMBER 31 
| (in thousands of dollars) 
| ASSETS 1985 1984 
| Current 
Cash and short-term investments ............0...:::c0cees 62,293 50,684 
NECOUMISATCCOIV AD Care ree tetera ea are coe Me haat 301,457 269,581 
Spare parts, materials and supplies ............0..-0::000 89,622 78,079 
BrepaldpexDenseSmeemta car arc we eter titan ats 12,144 10,581 
Detenmedtimcome taxes meee nieee en meer a aches 38,489 34,786 
504,005 443,711 
| Property and equipment (Note 2) ....cccccccceeeeeieeteees 1,807,189 1,893,056 
_ Flight equipment under capital leases (Note 3) ............. OHS 106,380 
| Investment in other companies (Note 4).....00.0.......00. 31,604 PY \ SVT) 
| Long-term receivables and deferred charges.................. 154,989 43,755 


2,589,502 2,508,477 


| See accompanying notes. 


| On behalf of the Board: 


| CLAUDE I. TAYLOR 
Chairman of the Board 


| PIERRE J. JEANNIOT 
| President & Chief Executive Officer 
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AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF TRANSPORT 


We have examined the consolidated balance sheet of Air Canada as 
at December 31, 1985 and the consolidated statements of income, 
retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1985 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration and of its subsidiaries that have come to our notice in the 
course of our examination of the financial statements were in accord- 
ance with Part XII of the Financial Administration Act, its regula- 
tions, the Air Canada Act and the By-laws of the Corporation. 


The 1984 comparative figures are based on financial statements 
reported upon by other auditors. 


Thorne Riddell 
Poissant Richard 
Chartered Accountants 


Montreal, Canada 
February 14, 1986 


LIABILITIES 1985 1984 
Current 
Accounts payable and accrued liabilities .................... 348,537 350,125 
Adyancelticketisalestae.c2r acer eee get 27, 153,052 
Current portion of long-term debt and capital lease 
Obi gations eteet ud cn enpece ss he eta eos ema to 108,399 96,612 
628,063 599,789 
Eong-termidebti(Note’S) ete eee nee 1,259,124 1,103,079 
Long-term obligations under capital leases (Note 6) .... 93,570 115,497 
Otherlong-termiliabilitiesteses eres = eee eee 19,836 17,618 
Deferred credits 
Deferred income taXxescupe cr te eee a eres 67,738 111,085 
OSH Cita irae teehee i halen ante Bae eR rear rat 8,095 83512 
2,076,426 1,980,580 
SHAREHOLDER'’S EQUITY 
Share capital 
Authorized: $750 million divided into shares of one 
thousand dollars each 
Issued and fully paid: 329,009 shares...............0.005. 329,009 329,009 
Retainedicamingsnn, see ere ees eae 184,067 198,888 
513,076 527,897 
2,589,502 2,508,477 
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AIR CANADA—Continued 


CONSOLIDATED STATEMENT OF INCOME 


YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


Operating revenues 


Operating expenses 
Salaries, wages and benefits 
Aircraft fuel (Note 7) 
SallestCOMmimISSION Sieas 2. were em ene 
Maintenance materials, supplies and services 
Passenger meals and ServiCes ..............:ccccceeseee 
Depreciation, amortization and obsolescence 
Other 


Operating income 


Non-operating income (expense) 
Interest on long-term debt and capital lease 
ODN BAtiONS ete eee rc eee re 
INterestincOmen wars tr eee em ee ce eer enn ee 
Interestucapitalized eam eterna (oan teens nee 
Gain on disposal of property, equipment and 
investments 


Other 


Income (loss) before income taxes and extraordi- 

NATYVoILCMSe cre eee ree eee ae aa 
Recovery of deferred income taxes (Note 8) 
Net income (loss) before extraordinary items 
Extraordinary items (Note 9) 


Net income (loss) 


See accompanying notes. 


1985 


2,109,845 
319,330 
293,402 


DelD2, Sih, 


910,223 
565,153 
188,591 
142,347 
135,613 
192,561 
586,548 
2,721,036 


1,541 


(114,110) 


(57,301) 


(55,760) 
33,865 


(21,895) 
7,074 


(14,821) 


1984 


1,989,019 
280,421 
229,975 


2,499,415 


873,214 
542,177 
174,951 
111,878 
124,281 
164,693 
465,449 


2,456,643 
42,772 


(101,539) 
8,934 
9,048 


31,277 
6,563 
8,574 


(37,143) 


5,629 
16,276 


21,905 
6,223 


28,128 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


Retained earnings at beginning of year 
As previously reported 


Retained earnings at end of year ............ cece 


See accompanying notes. 


Prior years’ adjustment (Note 10)... 
ASinestated Serer ies ee ee ee 
INetincome (LOSS) meena ee oet ex. trainees 


1985 


198,888 
(14,821) 
184,067 


1984 


157,094 
13,666 


170,760 
28,128 
198,888 
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CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


Cash provided by (used for) 
Operations 
Net income (loss) before extraordinary items . 
Extraordinary itemses meee ee te 
Non-cash items included in net income (loss) . 


Income/resultst.01 srcarecctee eee nee 
Change in net trade balances ................cce 
Increase in advance ticket sales .................000 
Increase in spare parts, materials and supplies 
(OTH aie ahah 8 5 ees. 5 Rie atic nes coin Geen 


Financing 
ong-term: DOrrowIN®Seeene vane ee 
Repayment of long-term debt «0.0.0.0... 
Repayment of capital lease obligations............ 
Deferred foreign exchange gains .................0.. 
Olds eens rcknce ortyiettes Men Rao atr eee cia ates 


Investments 
(Additions, toimfixediassetse sas 14ers eee 
Proceeds from disposal of fixed assets.............. 
Investment in affiliated companies................... 
Dividends received from affiliated companies . 


Increase inicashiposition swe see ete cree eee 
Cash position at beginning of year... ce 


Cashypositioniatiendrotyeanacss: aes eer tees 


1985 


(21,895) 
(5,062) 
129,122 
102,165 
(33,464) 
18,075 
(18,925) 
(3,231) 
64,620 


136,545 
(113,503) 
(22,814) 

20,586 
(4,653) 

16,161 


(104,169) 
36,491 

(3,884) 
2,390 

(69,172) 
11,609 
50,684 
62,293 


1984 


21,905 
(26,389) 
114,178 
109,694 

18,606 

6,912 
(15,590) 
(18,142) 
101,480 


307,886 
(66,085) 
(21,292) 
19,749 
(1,687) 
238,571 


(430,547) 
58,425 
S352. 

3,608 

(335,362) 

4,689 
45,995 
50,684 


Cash position consists of cash and short-term investments. 


See accompanying notes. 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


1. Summary of significant accounting policies 


(a) Consolidation 


The consolidated financial statements include the accounts of 
Air Canada and its wholly-owned subsidiaries, Touram Inc. 
and Airline Maintenance Buildings Limited. All inter-com- 


pany transactions have been eliminated. 


(b 


— 


Depreciation and amortization 


Operating property and equipment, including assets under 
capital lease, are depreciated or amortized to estimated 
residual values based on the straight-line method over their 
estimated service lives. Estimated service lives for flight 
equipment range from 14 to 18 years, except when extended 
by significant modifications. Estimated service lives for other 


property and equipment range from 5 to 30 years. 


(c) Maintenance 


Maintenance and repairs are charged to operating expenses 
except for significant modification costs which are capital- 


ized. 
(d 


~— 


Spare parts, materials and supplies 


Spare parts, materials and supplies are valued at average 
cost. A provision for the obsolescence of flight equipment 
spare parts is accumulated over the estimated service lives of 


the related flight equipment. 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Continued 


(e) Airline revenue 5. Long-term debt 


Airline passenger and cargo sales are recognized as operating 
revenues when the transportation is used. The value of 
unused transportation is included in current liabilities. 


(f) Interest capitalized 


Interest on funds used to finance the acquisition of new flight 
equipment and other property and equipment is capitalized 
for periods preceding the dates the assets are put into service. 


(g) Translation of foreign currencies 


Monetary assets and liabilities in foreign currencies are 
translated at month-end exchange rates with any gain or loss 
included in income of the year, except gains or losses relating 
to long-term debt which are deferred and amortized over the 
remaining life of the debt. Other assets and liabilities and 
items affecting income are converted at rates of exchange in 
effect at the date of the transaction. 


(h) Investment tax credits 


Investment tax credits related to assets acquired prior to 
1985 are recognized in income net of applicable deferred 
income taxes, using the flow through method in the year in 
which the credits are claimed for tax purposes. Investment 
tax credits related to assets acquired after 1984 are recog- 
nized as a reduction of the cost of property and equipment in 
the year of acquisition. 


. Property and equipment 


1985 1984 
$ $ 
Cost 
Rrshtrequipmen teers seers reteset 2,270,031 2,308,617 
Other property and equipment.............0....0005 694,285 597,014 


2,964,316 2,905,631 


Accumulated depreciation and amortization 
Rliohtieguipinen teeter cere crc er econ: 806,910 740,735 
Other property and equipment...................000- 387,550 349,396 


1,194,460 1,090,131 


1,769,856 1,815,500 
Progress paymentSeum emia er en enna B7E339 77,556 


INCISDOOKAV ALU Ceemenen te re Ate eter creae tect dtok vast 1,807,189 1,893,056 


Flight equipment includes 5 aircraft retired from service with a 
net book value of $5.5 million. These aircraft were contracted for 
sale for $14.5 million in February 1986. 


. Flight equipment under capital leases 


1985 1984 
$ $ 
Flight equipment under capital leases..........0..0.0000 295,985 292,103 
Less; accumulated depreciation ce eoee vse Sot se: 204,270 185,723 
ING LS DOOK' Vall tl © reas tere er ee ee nerd ene 91,715 106,380 


. Investment in other companies 


Investments in companies accounted for on the equity basis 
included GPA Group Limited (22.7% owned), Innotech Aviation 
Limited (30.0% owned), MATAC Cargo Ltd. (50.0% owned), 
Global Travel Computer Holdings Ltd. (33.3% owned, 21.1% 
owned until December 25, 1985) and Nordair Ltd. (86.5% owned 
until its sale effective May 31, 1984). The Corporation’s share of 
the earnings of these companies has been included in other non- 
operating income and amounted to $9.1 million (1984—$4.3 mil- 
lion). 


1985 1984 
$ $ 
Government of Canada 
7.2% note, payable semi-annually, maturing in 
ODS ee ce ccs Aras te ORME NOM Ren nena 196,098 215,198 
SES) note ten hock yes caremnete eer eteenenes 12,851 


196,098 228,049 


Other 

S87 Tonotes due! 1995-96 eee eee 504,211 493,531 
7.3% note due 1991 to 1994 oo... cece 104,760 
125% bondsidue 994s eee 70,000 61,196 
625% bondsidue 992 see eee 67,860 50,800 
557 bondsiduei 995: -.-...., ee ene ee 67,860 50,800 
OTOZbondsid well 992 mewesnerere seen eee rere 57,190 41,880 
TEST SToIDONGS GUE OO See eee eee eee 57,190 41,880 
8.0% notes due 1990-91 o.oo... 50,733 56,543 
8.5% note due 1991-92000. 46,699 51,598 
S537 SConote GUE 1990 eee ene onan enee ent 35,007 40,456 
O25% note duet9o lore ee 32,128 26,386 
Various notes due 1986 to 1992 with an aver- 

AVL TES HAL Ol NOISWA) sescensressesoisocssvassasst 53,530 34,020 


1,147,168 949,090 
1,343,266 1,177,139 
Gurrentipontioni f.ca ter tae ote nae eee 84,142 74,060 
1,259,124 1,103,079 


None of the long-term debt is secured. 


Repayment requirements over the next five years amount to 
$457.0 million; $84.1 million in 1986, $86.9 million in 1987, $91.5 
million in 1988, $96.5 million in 1989 and $98.0 million in 1990. 


Long-term debt includes $635.5 million payable in U.S. funds, 
$135.7 million in Swiss francs, $114.4 million in German marks, 
$104.8 million in Japanese yen, $70.0 million in U.K. Sterling, 
and $32.1 million in French francs. Essentially all the U.S. debt is 
covered by long-term U.S. currency forward exchange contracts. 
On May |, 1985 the Corporation entered into a currency swap 
agreement with a Canadian bank which had the effect of extin- 
guishing future exchange fluctuations of the Sterling debt and 
interest. 


During the year the Corporation entered into interest rate swap 
agreements expiring in 1988 and 1990 aggregating U.S. $150 mil- 
lion in notional principal. The Corporation has assumed the vari- 
able interest rate position adjusted quarterly to the prevailing 
LIBOR rate against an average 10.15% fixed interest rate posi- 
tion assumed by third parties. 


At December 31, 1985 the Corporation has revolving and term 
credit agreements totalling $200 million with two Canadian char- 
tered banks. The revolving and term periods are three and five 
years respectively. As at December 31, 1985 there were no out- 
standing drawings against these agreements. 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Continued 


6. Lease obligations 


The future minimum lease payments under capital and operat- 
ing leases are as follows: 


Operating 
Capital leases— 
leases— Aircraft & 
Aircraft property 
$ $ 
TOS 6 Petter te, oe ean hath Sas etic vere 33,185 44,236 
LOS TARE ocean cine tert iee ce nea 31,833 40,658 
GR 8 RG PIER AR ee, heceders nen nae aeons a 31,173 30,371 
ORO eee eee RANE Si es erat: 26,597 23,602 
O90 Be OE etre eee een ca are Soest seats 21,683 21,028 
Remainingsyears. tse tee ree 5,266 174,798 
Total future minimum lease payments............ 149,737 334,693 
Less: amount representing interest and hold- 
ba cksirertee came ee ee re ee ns, RE Ome 
Present value of obligations under capital 
lOASESH ie cornea ees. Bs. cen este ee. 117,827 
Less: current portion of obligations ................. 24,257 
Present value of long-term obligations under 
Capitallleases 22s scncioea eter dace eae 93,570 


Capital leases are recorded at the present value of the lease 
payments using the interest rate implicit in the lease. The average 
implicit interest rate of these obligations is 7.6% and their expiry 
dates are from 1986 to 1991. 


. Fuel surcharge 


A provision of $24.7 million for fuel surcharges accrued during 
the period February 1982 to April 1983 has been reversed and 
reflected as a reduction of operating expense for the year. 


. Income taxes 


The Corporation’s recovery of deferred income taxes is com- 
prised as follows: 


1985 1984 
$ $ 

Recovery of (provision for) income taxes based on a 

combined basic Canadian federal and provincial 

Incomertaxsratezon: csc eae eae nner nyo 24,535 (2,469) 
Lower effective income tax rate on capital gains............. Syiley Saskos} 
Tax exempt earnings of related companies ...................... 4,024 1,829 
Investment tax credits, net of deferred income tax of 

SIF 4 SS ino SA wee ey ee A es Rey, 13,376 
Niiscellancoussccmes tras reat asks cone eee eee 181 177 
Recovery of deferred income taxes; sess ose eaee eee 33,865 16,276 


As at December 31, 1985 the Corporation has available $35 
million of investment tax credits that can be applied from 1986 to 
1988 as a reduction to future federal income taxes payable. The 
benefit of these credits has not been recognized in the accounts. 
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. Extraordinary items 


The Corporation has amended its 1984 calculation of invest- 
ment tax credits. Accordingly, investment tax credits have been 
recognized in income in the amount of $9.9 million (1984—$21.0 
million) after deducting deferred income taxes of $7.8 million 
(1984—$16.4 million). Provision for the cost of major staff reduc- 
tion programs amounted to $2.8 million (1984—$14.8 million) 
after deducting deferred income taxes of $2.2 million (1984— 
$11.6 million). : 


. Prior years’ adjustment 


The Corporation has determined that deferred income taxes 
recorded in prior years exceeded requirements by $14.8 million 
based on applicable statutory income tax rates in such years. 
Accordingly, previously reported deferred income taxes have been 
restated. As a result, net income before extraordinary items and 
net income for 1984 have been increased by $.7 million and $1.1 
million respectively and the cumulative effect to January 1, 1984 
of $13.7 million has been reflected as an increase in retained earn- 
ings at that date. 


. Changes in accounting estimates 


The following major changes in accounting estimates were 
recorded in 1985, the aggregate effect of which reduced the net 
loss by $14.4 million after deducting deferred income taxes of 
$8.5 million. 


(a) A change was made in estimating the value of unused trans- 
portation revenue which resulted in an increase in passenger 
revenue of $10.2 million. 


(b) The method of amortizing deferred foreign exchange gains 
and losses was refined, which resulted in a $7.0 million 
reduction in non-operating expense. 


(c) The estimated service lives of DC-8 freighter aircraft have 
been extended by major modifications including re-engining. 
As a result, 1985 depreciation and obsolescence expense was 
reduced by $5.7 million. 


. Commitments 


As at December 31, 1985, contracts for aircraft modifications 
amounted to approximately U.S. $12 million. Other commitments 
for property, ground equipment and spare parts, amounted to 
approximately $45 million Canadian. 


. Pension plans 


The cost of funding current service pension benefits is charged 
to operations as incurred. Unfunded liabilities, as determined by 
actuarial valuations, are funded by annual payments which are 
charged to operations over periods recommended by the actuaries 
and in accordance with regulatory requirements. Experience gains 
or losses as determined by actuarial valuations are amortized to 
income over three years. 

The total charge for these plans for the year was $35.9 million 
(1984—$36.2 million), net of an actuarial experience gain of 
$20.4 million in both years. 

As at December 31, 1985, the unfunded liability of the Corpo- 
ration’s pension plans amounted to $248 million ($224 million in — 
1984), based on the latest actuarial valuations undertaken as at | 
December 31, 1983, and is being funded by annual payments over 
various periods ending 2003. 

At December 31, 1985, the market value of the pension funds’ 
assets exceeded the value of vested benefits. 
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AIR CANADA—Concluded 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Concluded 


14. 


Contingencies 


Various lawsuits and claims are pending by and against the 
Corporation. It is the opinion of management that final determi- 
nation of these claims will not materially affect the financial posi- 
tion or the results of the Corporation. 


. Related party transactions 


In the ordinary course of business, the Corporation enters into 
transactions with related parties, including the Government of 
Canada, its agencies and other Crown Corporations. The Corpo- 
ration derives revenues from related parties for passenger, cargo 
and contract services. Expenses with related parties include land- 
ing fees, terminal assessments, taxes and interest on long-term 
debt. Account balances resulting from these transactions are 
included in the balance sheet and are settled on normal trade 
terms. 


. Comparative figures 


Certain of the 1984 comparative figures in the consolidated 
statements of income, retained earnings and changes in financial 
position have been reclassified to conform to the presentation 
adopted in 1985. 


. Act of incorporation 


The Corporation operates under the Air Canada Act, 1977, as 
amended. 


. Subsequent events 


On January 22, 1986 the Corporation concluded a 64% subor- 
dinated perpetual bond issue of $200.9 million (300 million Swiss 
francs). These bonds are unsecured and may be called by the Cor- 
poration at 102% of par in year 2001 and every fifth year thereaf- 
tere 

On February 7, 1986 the Corporation concluded a 5%% subor- 
dinated perpetual bond issue of $135.1 million (200 million Swiss 
francs). These bonds are unsecured and may be called by the Cor- 
poration at 101'2% of par in year 1999 and every fifth year there- 
after at 102% of par. 
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SUMMARY PAGE 


ATLANTIC PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer in the interests of safety, an efficient pilotage service within 
designated waters in and around the Atlantic provinces. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 
HEAD OFFICE Bank of Montreal Tower 


5151 George Street 
Halifax, Nova Scotia 


B3J 1M5 
STATUS —Schedule C, Part I 

—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS Established pursuant to the Pilotage Act (S.C. 1970-71-72, C. 52) 
OF INCORPORATION which was proclaimed to come into force on February 1, 1972. 
CHIEF EXECUTIVE A. Douglas Latter 
OFFICER AND CHAIRMAN 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


; 1985 1984 1983 1982 

At the end of the year 

REOPAIPASS OTS scr ce mee cc cne een Retna ui kc cae detain: eee Roe ee L.2 ea 1.9 Lak 

Obligations. (0 the private Sectors season e ee 0.3 nil nil nil 

Oohisations. to Canada a.com oe see ete eee 0.4 OFS 0.6 0.6 

FACHOIODAC OTA Cha 8 nae ar Maer eM (0.6) (0.1) negl. negl. 
Cash from Canada for the year 

Boa) Labo! 10 Se ee OO REE AR RAUB erate Ret Mae cay 0.6 0.1 nil 0.5 


SNOW UCR OLATY 5 eas; aad Ge tarde ern ee saree ee Senn rete nil nil nil nil 
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ATLANTIC PILOTAGE AUTHORITY 
AUDITOR’S REPORT 


THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


I have examined the balance sheet of Atlantic Pilotage Authority as 
at December 31, 1985 and the statements of operations and deficit, 
contributed capital and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1985 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations, and the by-laws of the Authority. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 21, 1986 


BALANCE SHEET 
AS AT DECEMBER 31, 1985 


[joe 


ASSETS 1985 1984 LIABILITIES 1985 1984 
$ $ $ $ 
fenrrent Current 
(SiS ARS Sone ceee ee en a 16,801 218,165 Bankloants son: ey sce. ee 300,000 
ZAC COULTESIECCCIV aD | Cantey ae eeate aeRte ape anne te eee 526,967 691,233 Accounts payable and accrued liabilities........., 400,646 282,846 
Prepaid expenses ........... ABE Ean ete eee 14,869 12,541 Due to Canada in respect of parliamentary 
558,637 921,939 Appropriations. en. eee. ee 186,468 
Bixedsal cost (Note 4) 2 set iis... sstieasnsneah 1,476,593 1,469,715 ar mA ped UMP tea Fee aeies 
Hess accumulated depreciationys..........2.1.404scae 807,182 735,208 ham aR CIEE ee ah eam es a 
——————$$$_$_$___—___ Current portion of accrued employee termina- 
669,411 734,507 Hien Dene its. aes ttn Penn estate ea on 24,538 14,188 
802,869 555,060 
Long-term 
Accrued employee termination benefits............ 694,950 728,576 
Obligation under capital lease agreements net 
of current portion (Note 5) ............000. fe ee 371,214 448,899 
1,066,164 1,177,475 
1,869,033 1,732,535 


CONTRIBUTED CAPITAL AND DEFICIT 


Contributed capital... ree Oo a Prin oo 845,503 845,503 
Deficithee eee eRe teed lye aie (1,486,488) (921,592) 
(640,985) (76,089) 


1,228,048 1,656,446 1,228,048 1,656,446 
ES oe OE ee a Bae Sele Se oe le ee 
Approved by the Authority: 


A.D. LATTER 
Chairman 


C.R. WORTHINGTON 
Member 


JANET KUSHNER 
Secretary 
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ATLANTIC PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
Income 
Pilotage;changeseeermeeeat cence crn <n ee 5,484,593 5,826,312 
Interest and other income (Note 8) ..........0....c0cccee 64,860 32,798 
5,549,453 5,859,110 
Expenses 
Pilotssteesssalanies;andibenelitseme ee ena 3,019,500 2,969,199 
Pilotaboatssoperating costSi...0.c0u eee 1,897,577 1,801,874 
Stalitesalaniessand benehitsmamen nee aie meee 366,023 391,148 
iliransportationjand!travelieras ss ee ee 242,789 239573 
Professional and special services ............0..0.:.c:ccceeee 199,821 179,411 
RentalStauectie cs nes ay eee Oe en 127,612 131,662 
Utilities, materials and supplies.............0...0.cc000- 42,703 53,986 
Depreciationet-s.... Ac Ao ee ek ee 73,676 73,686 
Interestionicapitallleasesimee werner een ee 42,795 48,651 
Communica tions earner wer een en eee Bee 58,061 61,837 
SUNG hy ee eee eee ec Ran A WP Rae 43,792 la222 
6,114,349 5,967,849 
INctilossifonthesyear(INOtess) meee snas eee eect eee 564,896 108,739 
DeticitibesinningcolVeanmemmerer see ee es tn eet 921592 812,853 


Deficithendofsyearewean cern erent ena ae 1,486,488 S2iIFS92 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
Balance, beginning of year.......... fe ic aah cctien erecta meee rer ar 845,503 771,971 
Parliamentary appropriations to finance (Note 3) 
PNAGICIONSILOMIXeCuassetSiem ce. ener een eet eee ete 1,974 
Principal payments on capital leases ..............c.0.ccccccceeees 71,558 
T3532 


Fee E ar At top Rai cep ARNE ae 845,503 845,503 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
Financing activities 
Bankiloans ec Riot ction een tech case aia ees ot 300,000 
Advance of parliamentary appropriations ........... 260,000 
300,000 260,000 
Reimbursement of parliamentary appropria- 
tIONSA Se ek HER Oe Sc hike ee eee, (186,468) (385,000) 
Principal portion of capital lease payments ......... (71,558) (65,917) 
41,974 (190,917) 
Operating activities 
Cash (used for) provided from operations 
Netilossifor the yealeremer ts tee ne aan (564,896) (108,739) 
Items not requiring cash 
Depreciation, ster eet te ce neers. 73,676 73,686 
Increase in long-term termination benefits ...... 70,713 75,330 
Loss (gain) on disposal of fixed assets.............. 2,220 (333) 
Cash (used for) provided from operations ........... (418,287) 39,944 


Cash provided by (invested in) non cash work- 


ingicapital, aq.) ese tthee toh eee soc. e cette seven 279,738 (15,192) 
Employee termination benefit payments.............. (93,989) (41,381) 
Net cash flow (used for) operations.................... (232,538) (16,629) 


Investing activities 
Additions tomixed assets ec ser cece (10,800) (16,985: 
Proceeds from the disposal of fixed assets............ 3,220 
(10,800) (13,765) 


(Decrease) in cash during the year .........0..0. ee (201,364) (221,311 
@ashsbeginning Of yeatae see eee 218,165 439,476: 
Cashaend Of veahe nes cae. oor eee rene 16,801 218,165. 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Nature of activities 


The Atlantic Pilotage Authority was established on February 1, 
1972 pursuant to the Pilotage Act. The objects of the Authority 
are to establish, operate, maintain and administer a safe and effi- 
cient pilotage service within designated Canadian waters. The Act 
provides that pilotage tariffs shall be fair, reasonable and suffi- 
cient, together with any revenue from other sources, to permit the 
Authority to operate on a self-sustaining financial basis. | 


2. Significant accounting policies 


(a) Parliamentary appropriations 


When revenues are not sufficient to permit the Authority to 
operate on a self-sustaining financial basis, cash operating) 
losses are recovered from parliamentary appropriations. 
These appropriations are recorded in the accounts when! 
approved by Parliament and are reflected in the statement of 
deficit. 


(b) Depreciation 


Depreciation of fixed assets is calculated on a straight-line 
basis and is based on the estimated useful life of the assets as 


follows: 
Buildings 20 years 
Pilot boats 20 years 
Pilot boats under capital lease 25 years 
Furniture and equipment 10 years 
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ATLANTIC PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


(c) Contributed capital 


Capital assets and the principal portion of payments under 
capital lease agreements financed from parliamentary appro- 
priations are shown as contributed capital when approved by 
Parliament. 


(d) Capital leases 


The Authority leases three pilot boats from Canada under 
long-term financing leases. Under the terms of the lease 
agreements, the Authority assumes the rights and obligations 
of ownership. As a result, the leases are treated as purchases 
and the principal portion of lease payments is capitalized and 
depreciated over the estimated useful lives of the boats. The 
corresponding liability is reduced by the principal portion of 
lease payments and the interest portion is expensed in the 
year to which it relates. 


(e) Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Con- 
tributions to the Plan are required from both the employee 
and the Authority. Contributions with respect to current ser- 
vice are expensed in the current period. Contributions with 
respect to past service benefits are expensed when paid, gen- 
erally over the remaining years of service of the pilots. 


(f) Employee termination benefits 


Employees of the Authority are entitled to specified benefits 
on termination as provided for under labour contracts and 
conditions of employment. The liability for these benefits is 
recorded in the accounts as the benefits accrue to the 
employees. 


3. Parliamentary appropriation 


On February 6, 1986 Treasury Board approved the Authority’s 
application, in the amount of $640,000, to include an item in Sup- 
plementary Estimates ‘C’ for 1985-86 for the 1985 cash operating 
loss and capital expenditures. The actual amounts are as follows: 


$ 
@ASIOPELA CIN 2 uLOSStar er weet be ern cece ere ge $22,626 
ixedtassctraaditionSner: sear er ere ee 10,800 
Principal payments for capital leases ..................c00ccceeesees 77,685 
611,111 
. Fixed assets 
1985 1984 
Accumu- 
lated 
Depre- 
Cost ciation Net Net 
$ $ $ $ 
Land and buildings............ 1,450 1,000 450 450 
Pilot boats ... ee 378,490 292,572 85,918 108,887 
Pilot boats under capital 
leaSewe. Meet oe eee 964,000 428,160 535,840 574,400 
Furniture and equipment... 132,653 85,450 47,203 $0,770 
1,476,593 807,182 669,411 734,507 


5. 


10. 
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Capital lease agreements 


The Authority leases three pilot boats under long-term financ- 
ing leases. The payments required under the leases are as follows: 


1985 1984 
$ $ 
9%% lease agreement, due April 1991, payable 
in blended annual payments of $54,785 ..... 328,715 383,500 
8% lease agreement, due October 1989, pay- 
able in blended annual payments of 
SSN OUT ea Ae eR, 124,305 155,382 
8% lease agreement, due November 1989, 
payable in blended annual payments of 
SSR OT) eitecee caters ered te enh: meen eae 124,305 155,382 
Totalileaseipayments=. 92. ee $77,325 694,264 
Less: amount representing interest ............. 128,426 173,807 
Principal amount of capital lease................ 448,899 520,457 
essiCurrentiportioneee cent ye eee 77,685 71,558 
Principal amount of capital lease agree- 
ments net of current portion ................... 371,214 448,899 


The following is a schedule of minimum lease payments under 
the capital leases expiring October 1989 and April 1991. 


1985 1984 
$ $ 
Year ending December 31 
The EA i RPC Pe PaeD ie ll ys i an yn eee 116,939 
LI epee Ree PBT SSO 8 a nO I 116,939 116,939 
ee ape ree ee at scy Sores aca ea sccin ccniuer ER RAR 116,939 116,939 
IBS} eae anne PREP Deak ain eaten seat Saree EROS 116,939 116,939 
1989 cence eee een SN ee 116,939 116,939 


109,569 109,569 
577,325 694,264 


Upon maturity of the leases, the Authority has the option to 
purchase each of the boats for $1. 


. Pension plan 


Under provisions of the Pilotage Act, pilots may choose to 
become employees of the Authority and become entitled to count 
service prior to becoming an employee as pensionable under the 
Public Service Superannuation Act. For pilots who have elected to 
purchase pension benefits with respect to past service, the Author- 
ity is required to match the employee contribution. Total past ser- 
vice pension expense was $20,985 in 1985 ($19,234—1984). The 
estimated unfunded past service pension contribution with respect 
to these employees was approximately $127,000 at December 31, 
1985 ($152,000 at December 31, 1984) and will be funded over 
the remaining years of service of the pilots, or the terms of pur- 
chase whichever is the lesser. 


. Related party transactions 


The Canadian Coast Guard, through its Vessel Traffic Service 
Centres in Nova Scotia, New Brunswick and Newfoundland, pro- 
vides a pilot dispatching service to the Authority without charge. 


. Other income 


During the year, the Authority received $37,536 net of certain 
disbursements, as a reward for the rescue of a ship in distress. 


. Income tax 


Under the provisions of the Income Tax Act, the Authority is 
not subject to income tax. 
Comparative figures 


Certain of the 1984 figures have been reclassified so as to con- 
form with the presentation adopted in 1985. 
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SUMMARY PAGE 


ATOMIC ENERGY OF CANADA LIMITED 


MANDATE 


To develop the utilization of atomic energy for peaceful purposes. 


BACKGROUND 


Founded in 1952, AECL developed Candu and heavy water manufacturing technology and established related 
facilities. Three provincial utilities received federal financing for nuclear facilities through AECL and now make 
repayments to it which are passed on to Canada. The corporation was responsible for Candu reactors built recently in 
Argentina and in Korea and is providing services related to two Candu reactors under construction in Romania. 
Consideration is now being given to the privatization of the Radiochemical Division which produces and markets 
radiating isotopes and medical equipment. 


CORPORATION DATA 


HEAD OFFICE 275 Slater Street 

Ottawa, Ontario 

K1A 0S4 
STATUS — Schedule C, Part I 

— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
DATE AND MEANS February 14, 1952 under Part I of Canada Corporations Act. 
OF INCORPORATION Continued July 8, 1977 Canada Business Corporations Act; 


certificate amended July 15, 1982. The mandate of the corporation is 
prescribed by s. 10(1) of the Atomic Energy Control Act and by its 
charter and articles of incorporation. 


CHIEF EXECUTIVE James Donnelly 

OFFICER AND PRESIDENT 

CHAIRMAN Robert Després, O.C. 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


Tota leAssetS ares Pee tite A, 20), Ae PAY BN aca 1,107 1,226 1,285 1,348 

Obligatronsscomthe private SCCLOL e122 eater pees: 24 36 44 52 

Obligations to'CanadaG.3.2is-.cueGeesutinnsca ee Maen 649 720 767 eS 

Equity of Ganadaist xtaenodiot?. Us. semen comics eM cas dete kiss Leh 148 143 179 
Cash from Canada in the period 

DUA BECATY) cs csaie ees incdthes sens dhan hones RAPE a aR EG C0 275 326 336 35 


== RON- DUGSELALY oxi eta heen cele eet oaks Meander sears sot nil nil 5 8 


| 
: 
| 
| 
| 
: 
| 


; 
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ATOMIC ENERGY OF CANADA LIMITED 


MANAGEMENT RESPONSIBILITY 


The financial statements and all other information presented in this 
annual report are the responsibility of the management and the Board 
of Directors of the Corporation. The financial statements have been 
prepared in accordance with generally accepted accounting principles 
and include estimates based on the experience and judgement of man- 
agement. 


The Corporation maintains books of account, financial and manage- 
ment control, and information systems, together with management 
practices designed to provide reasonable assurance that reliable and 
accurate financial information is available on a timely basis, that 
assets are safeguarded and controlled, that resources are managed 
economically and efficiently in the attainment of corporate objectives, 
that operations are carried out effectively and that transactions are in 
accordance with Part XII of the Financial Administration Act and its 
regulations, as well as the by-laws and policies of the Corporation. The 
Corporation has met all reporting requirements established by the 
Financial Administration Act, including submission of a corporate 
plan, an operating budget, a capital budget, and this annual report. 


The Corporation’s internal auditor, who reports independently to the 
Chairman of the Board, has the responsibility for assessing the man- 
agement systems and practices of the Corporation. The Auditor Gen- 
eral of Canada conducts an independent examination of the financial 
statements of the Corporation and reports on his examination to the 
Minister of Energy, Mines and Resources. 


The Board of Directors’ Audit Committee, composed of directors 
who are not employees of the Corporation, reviews and advises the 
Board on the financial statements and the Auditor General’s reports, 
the plans and reports related to special examinations, and oversees the 
activities of internal audit. The Audit Committee meets with manage- 
ment, the internal auditor and the Auditor General on a regular basis. 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 
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AUDITOR’S REPORT 


THE HONOURABLE PATRICIA CARNEY, P.C., M.P. 
MINISTER OF ENERGY, MINES AND RESOURCES 


I have examined the balance sheet of Atomic Energy of Canada 
Limited as at March 31, 1986 and the statements of income, con- 
tributed capital, retained earnings and changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circum- 
stances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
May 9, 1986 


Sn 
eo  ICOOSSaaSS0—0—0—50o TT. 


ASSETS 1986 1985 
Current 

Cash and) short-term Geposits........2...-..cc.ccoreseneesaseanree 55,495 122,664 
PNCCOUNIS TECELV AD Cuma emer etenrncy tere pets secs 126,858 122,224 
inventories UINOlE Siewert tener etree reas 61,667 54,503 
244,020 299,391 
Non-current inventory (Note 3) ...........-.::secseseccsesereees 1,579 11,907 
Hong-term receivables (Note’4) a0... oc... ieee cccereecestaee 699,163 748,343 
Investment and deferred costs (Note 5)........0.:cccceeee 110,280 111,509 
Property, plant and equipment (Note 6).............0.005 51,955 54,556 
1,106,997 1,225,706 


LIABILITIES 1986 1985 
Current 
Accounts payable and accrued liabilities .........0.0.0..... 133,759 159,692 
Current portion of long-term debt ............... eee 24,171 34,215 
157,930 193,907 
Deferredtrevente= se ee ete ae ee 64,255 63,552 
Provision for contracts in PrOgress..............:cccceseceeeeee 25,024 62,560 
Accrued employee termination benefits ................00. 34,084 35,662 
Hong-termidebt (INOte 7) essence tier re ee 648,898 721,867 
930,191 1,077,548 
SHAREHOLDER’S EQUITY 
Capital stock 
Authorized—75,000 common shares 
Issued —54,000 common sharesb................:.:::0:0eee 15,000 15,000 
Contributedicapitalieweceetetas eek eae ee 69,795 58,641 
Retainediearningswaieee we eres ees 92,011 74,517 
176,806 148,158 
1,106,997 1,225,706 


ES ikea pele eee ee ee Sa Ee eed. | Soman nearer senenmnereperenrerre r= ween ter nn eee 
_ Approved by the Board: 


ROBERT DESPRES 


Director 


JAMES DONNELLY 
Director 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


Commercial operations 
Revenue 


INuclearisupplyjand (services sce... seer eee 
Radiation equipment and isotopes..........0...0ccceeeeees 
DT LCTeS trent ee eos acc. car ree cree, DR ea tartare 


Costs and expenses 


Cost(ofisalesiand'services, Bey Levey che, eee 
Productidevelopment seerncueen,.. wane tet nee te 
Marketing and administration.............0..c:cccceeeeeee 
Interest eeehen 8 ie ee eee eee eure ee, Oe tae Oe 


Operating profitcs vst cue nce a. anaes ened Seine 


Research and development operations 


US MENSES eee cc cathe cence sores eee tn ee en ee 
TEAS SDT CV CMU Cras ca Wp eae eas Se CE 


IN Gt CXIDENISES secse sera tre oes otter eae ner cae oe Sac ce 


Discontinued operations 


EXPeNnSeS ie: meester en eee na Re ate ears greene ee 
TOSS3 TEVENUC Ree eto ere ce ease 
parliamentary appropriations .................c:ccccee 
transferto.contributedicapitaliere. a ee 


INELIREVEN CIs... seteecr mire mieten one ener een een ee 


STATEMENT OF CONTRIBUTED CAPITAL 


FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


Balancesat+beginningrofsthe year<.c...10.cs- cesses 
Parliamentary appropriations for loan principal repayment .. 


Douglas Point prototype reactor shutdown costs not funded 
by parliamentary appropriations...........0.0.0:cccecceeeeeeee 


Balance:atendtotitheryea teas. ee ete re eee 


STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


Balaneeat beginning of the; yeata.- 1c noe 
INetinconieyouthenyeans tetas cern yeas 


Balance at end of the year 


1986 


93,269 
92,617 
74,435 


260,321 


119,467 
10,332 
40,593 
62,231 


_ 232,623 


27,698 


211,683 
24,867 
176,612 
10,204 


58,161 


58,161 


17,494 


1986 


58,641 
11,154 


69,795 


69,795 


1986 


74,517 


17,494 


92,011 


1985 


146,271 
82,546 
80,276 


309,093 


183,041 
11,105 
37,834 
69,556 


301,536 
T595i 


223,867 
27,391 
195,013 


1,463 


30,774 

3,635 
16,517 
14,291 


3,669 
9,763 


1985 


63,560 
On, 


2,932 


14,291 
58,641 


1985 


64,754 
9,763 


74,517 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


1986 1985 
Operating activities 
INetiInCcometon thenvearen erent er en rine es 17,494 9,763 
Depreciation and amortization .........0....0..:ccceeee 6,175 5,177 
23,669 14,940 
Decrease (increase) in operating working capital ..... (26,173) 42,070 
Gashifrom (used in) operations!) eee ce cee (2,504) 57,010 
Investing activities 
Heavyiwaterproduction: sess ne een ee (29,193) (104,634) 
Parliamentary appropriations for heavy water pro- 
ductions Hors Betas eee et crate, Ro She 29,193 104,634 
Acquisition of commercial property, plant and 
equipmentinetiofidisposalie-eeys serena eee ees (4,947) (5,419) 
Increaseunideferredicostsw= se fee (6,985) (12,110) 
Gashyinvestedersncs cee eres tn. energies eee ee (11,932) (17,529) 
Financing activities 
Repayment oleloneatenmlGeD Urrecee eater renee (83,013) (51,656) 
Proceeds from long-term notes receivable 19,126 18,791 
Parliamentary appropriations for loan principal 
LEPAVITIENt eee ee Peale RR ee Reece. 11,154 9,372 
Reduction in contributed capital 000.0000. (14,291) 
Cashiusediinfinancing-e setae atte ea eee (52,733) (37,784) 
Increase (decrease) in cash and short-term deposits ..... (67,169) 1,697 
Cash and short-term deposits at beginning of the year. 122,664 120,967 
Cash and short-term deposits at end of the year ........... $5,495 122,664 


SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 


These financial statements have been prepared in accordance with 
generally accepted accounting principles applied on a consistent basis. 
The most significant accounting policies are summarized below: 


Foreign currency translation 


Transactions denominated in a foreign currency are translated into 
Canadian dollars at the exchange rate in effect at the date of the trans- 
action, except those covered by forward exchange contracts, where the 
rate established by the terms of the contract is used. Monetary assets 
and liabilities outstanding at the balance sheet date are adjusted to 
reflect the exchange rate in effect at that date. Exchange gains and 
losses arising from the translation of foreign currencies are included in 
income. 


Inventories 


Radiation equipment and materials are valued at the lower of aver- 
age cost and net realizable value. Maintenance and general supplies 
are valued at cost. Heavy water is valued at the lower of average cost, 
less related parliamentary appropriations, and net realizable value. 
Heavy water inventory not expected to be sold within the next year or 
used in operations is classified as non-current. 


Investment and deferred costs 


Investment and deferred costs are recorded at cost and charged to 
the revenue derived therefrom over the expected period of revenue gen- 
eration. 


Property, plant and equipment 


Property, plant and equipment of a research and development 
nature are recorded at cost and expensed in the year of acquisition. 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES—Concluded 


Other property, plant and equipment are recorded at cost and 
depreciated on a straight-line basis over the estimated useful life of the 
asset as follows: 


Machinery and equipment — 3 to 20 years 
Buildings — 20 to 50 years 


Costs of decommissioning nuclear facilities are expensed when 
incurred. 


Long-term contracts 


Revenue and costs on long-term contracts are accounted for by the 
| percentage of completion method, applied on a conservative basis to 
recognize the absence of certainty on these contracts. Full provision is 
_made for all estimated losses to completion of contracts in progress. 


! 
| Parliamentary appropriations 
| 
| 


The Government of Canada, through parliamentary appropriations, 
| funds certain operations of the Corporation as outlined in Note 2. The 
parliamentary appropriations are offset against the applicable expendi- 
|tures except for the portion used to discharge certain loan principal 
_which is recognized as an increase in contributed capital. 


Pension plan 
! 


Employees are covered by the Public Service Superannuation Plan 
administered by the Government of Canada. The Corporation’s contri- 
butions to the plan are limited to an amount equal to the employees’ 
contributions on account of current service. These contributions repre- 
sent the total pension obligations of the Corporation and are charged 
to income on a current basis. 


Employee termination benefits 


Employees are entitled to specific termination benefits as provided 
for under collective agreements and conditions of employment. The 
‘liability for these benefits is charged to income as benefits accrue to 
the employees. 


) 
| 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1986 


1. Accounting policies 


The summary of significant accounting policies is an integral 
part of these financial statements. 


2. Parliamentary appropriations 


Parliamentary appropriations were used during the year for the 
following purposes: 


275,120 325,536 


1986 1985 
(in thousands of 
dollars) 
Research and development operations .................0085 176,612 195,013 
Discontinued operations 
E—-Prototy pe TEAClOMS. natin. Beem eta aye ccehace eet es oartes 18,331 11,053 
—Heavy water plant closures ...................::ceeceeee 35,382 
laa erage plant provcectiOn a: .tee scree ate eee 2,302 2,536 
—Heavy water plant loan interest.........0........cce 2,146 2,928 
$8,161 16,517 
Fleavy wateriproductiony, Sit 0 ee aca cccrcscc scenes ccestecenees 29,193 104,634 
Heavy water plant loan principal .............ccccecceeeeees 11,154 9,372 


Qi 


3. Inventories 


1986 1985 
(in thousands of 
dollars) 
Current 
Radiation equipment and materials .........0.0.......00 37,763 37,484 
Heavy water at cok tin ponctonenen rete een mem enceatesdetes. 20,904 12,644 
Maintenance and general supplies................:cccc0 3,000 4,375 


61,667 54,503 


Non-current 


Heavy Water ccc cscs. scr veces ener ae ee ee 556,366 537,501 
Less accumulated parliamentary appropriations 
(SECIDCLOW) ino etece Bp Nee ee 554,787 525,594 


ei) sULStoi 


Accumulated parliamentary appropriations are repayable, 
together with interest thereon, to the extent of future sales reve- 
nue. At March 31, 1986, no contracts had been finalized for the 
sale of heavy water funded by parliamentary appropriations. 


4. Long-term receivables 


1986 1985 


(in thousands of 
dollars) 


Notes receivable from provincial utilities in respect of 
the financing of nuclear facilities, maturing 
through 2008 at interest rates varying from 
7.795% to 9.706% (refer to Note 7 for related 
Gebt Pst IRs. cee Oty ck coteen ati 623,559 642,685 


Contract receivables maturing through 1995 at fixed 
interest rates ranging from 7% to 10.5% and at 


fluctuating rates: oe coe a oe eee ete eee 96,064 123,269 
Mortgages receivable :andiothen sense. tesserae BHBYA SPRY 
724,755 771,186 

GUErent POntiOn ae certs eee aoe eee eee ee ese 25,592 22,843 


699,163 748,343 


5. Investment and deferred costs 


1986 1985 


(in thousands 
of dollars) 


Investment in Pickering | and 2 

The Corporation, Ontario Hydro and the Province 

of Ontario are parties to an agreement for the con- 

struction and operation of Units 1 and 2 of the 

Pickering «A» nuclear generating station, with 

ownership of these units being vested in Ontario 

Hydro. Under the agreement, the Corporation is 

entitled to receive payments until the year 2001 

based on the net operational advantage of the 

power generated by Pickering Units 1 and 2 as 

compared with the coal-fired Lambton Units | and 

PA tek a eR reo een AE Sn i) Mc a INN 84,012 84,012 
Deferred costs 

Costs incurred in modifying non-corporation 

owned facilities for revenue-producing purposes 

ane OLueCmdeLeLred COSTS 7. pene arene ee 26,268 27,497 


110,280 111,509 


Pickering Units 1 and 2 remain shut down for replacement of 
the pressure tubes and therefore the Corporation did not earn any 
revenue during the 1985 and 1986 years. As a result, no amortiza- 
tion of the investment was charged in either year. The reactors are 
currently scheduled to be back in operation in calendar 1987. 

Amortization of deferred costs for the year amounted to $.5 
million (1985—Nil). 


28 


ATOMIC ENERGY OF CANADA LIMITED—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1986—Concluded 


6. Property, plant and equipment 


1986 1985 
Government 
funding and 
accumulated 

Cost depreciation Net Net 


(in thousands of dollars) 


Commercial operations 
Land and improve- 


MON tSicerse cere: 2,409 822 1,587 1,699 
Buildings .................... 44,466 17,824 26,642 27,136 
Machinery and 

equipment .............. 38,089 17,223 20,866 22,478 

84,964 35,869 49,095 51,313 


Research and develop- 
ment operations 
Land and improve- 


MentSane ee 9,642 9,642 
Buiidings coca 68,368 65,508 2,860 3,243 
Reactors and equip- 
Menten seen 244,919 244,919 
Construction in 
PlORressre. 46,426 46,426 
369,355 366,495 2,860 3,243 


Discontinued opera- 
tions 


Prototype reactors ..... 170,557 170,557 
Heavy water plants ... 802,881 802,881 
1,427,757 1,375,802 51,955 54,556 


Depreciation of commercial property, plant and equipment for 
the year ended March 31, 1986, amounted to $5.7 million 
(1985—$5.2 million). 

Research and development property, plant and equipment ex- 
pensed in the 1986 year amounted to $17.9 million (1985— 
$23.9 million). 

The decommissioning of nuclear research and prototype facili- 
ties is an integral part of the nuclear program. Currently the Gen- 
tilly 1 and Douglas Point prototype reactors are shut down. A pro- 
gram has been developed and implemented, with an estimated 
cost to complete of $12.4 million, to bring the facilities to a safe 
storage mode as the initial stage of the decommissioning program. 
The future net decommissioning costs of nuclear research and 

prototype facilities cannot be quantified at this time due to the 
uncertainty as to the exact nature, timing and ultimate disposal 
alternatives. In accordance with the Corporation’s accounting 
policy, any such costs will be expensed when incurred. 

The closure of the heavy water plants at Glace Bay and Port 
Hawkesbury commenced during the year and will be completed 
next year. All closure costs are funded by parliamentary appro- 
priations. The estimated cost to complete this program is $27.0 
million. 


7. Long-term debt 


Loans from Government of Canada | 
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1986 1985 


(in thousands of 
dollars) 


To finance provincial utility nuclear facilities, 
maturing through 2008 at fixed interest rates 
varying from 6.687% to 9.706% (refer to Note 4 


forrelated receivables)h- ee ee 621,643 642,003 


To finance leased heavy water and other assets, 
maturing through 2003 at interest rates from 
GUIS TAOS Soe eee ee ee ee 27,142 78,368 


Loans from third parties 


To finance the purchase of the heavy water plants 
Glace Bay—Maturing through 1998 at the 


imputed interest rate of 8.875% ...0......cc 24,284 25,711 
Port Hawkesbury—Maturing on April Ist, 

1985, at the imputed interest rate of 7.375% ... 10,000 

673,069 756,082 

Current’ portionne cece eee ee eee 24,171 34,215 


648,898 721,867 


Loan repayments required over the succeeding years are as fol- 
lows (millions of dollars): 1987—$24.2; 1988—$45.9; 1989— 
$28.2; 1990—$30.4; 1991—$32.9; and subsequent to 1991— 
$5115: 


. Related party transactions 


In addition to the transactions disclosed elsewhere in these 
financial statements, the Corporation had the following transac- 
tions with the Government of Canada: 


1986 1985 


(in thousands 
of dollars) 


Repayment of loans and interest ...0.0.0.....00ccccccccceereees 134,757 119,715 
Payments to the Public Service Superannuation Plan. 14,526 15,651 


In the normal course of business, the Corporation also enters 
into various transactions with the Government of Canada, its 
agencies and other Crown corporations. 


. Comparative figures 


Where appropriate, the prior year’s comparative figures have 
been reclassified to conform with the presentation adopted in the 
current year. 
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BANK OF CANADA 


MANDATE 


The Bank of Canada is responsible for the formulation and implementation of monetary policy in Canada and acts as 
the government’s fiscal agent. The Bank has the sole right to issue notes intended for circulation in Canada and it 
fixes the percentage of the deposit liabilities of chartered banks which they must maintain as secondary reserves. It 
conducts open-market operations, buying or selling securities as, in its judgement, the progress of Canada’s economy 
requires. As fiscal agent it handles the issue of securities of Canada and payment of related interest and principal; it 
also cashes and negotiates cheques drawn on the Receiver General. It administers the Exchange Fund Account and 
acts as agent for the government’s operations in the foreign exchange market. 


BACKGROUND 


The Bank was created by its Act in 1934 as Canada’s central bank. 


CORPORATION DATA 


HEAD OFFICE Wellington Street 

Ottawa, Ontario 

K1A 0G9 
STATUS An agent of Her Majesty; exempted from the provisions of Divisions 
| I to IV of Part XII of the Financial Administration Act. 
APPROPRIATE MINISTER The Honourable Michael Wilson, P.C., M.P. 
DEPARTMENT Finance 
DATE AND MEANS 1934, by The Bank of Canada Act (R.S.C. 1970, C.13) 
OF INCORPORATION 
CHIEF EXECUTIVE G.K. Bouey, Governor 
OFFICER 
AUDITOR Thorne Riddell 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1985 1984 1983 1982 
Be Denses Del Ore CEDKE CIA LION xn sis.cc.nv nee eee Ua ume decent one: 135 118 110 102 


Note: This Financial Summary is cursory compared with that for any other corporation in this Report. This is 
appropriate because the nature of the operations of a central bank makes its financial statements unique in their 
import. For example: the Bank’s assets are mostly securities of Canada and its revenues are mostly the interest paid 
to it by Canada on those securities. Therefore, the substantial net income (1985, $1,880 million; 1984, $1,852 
million) which the Bank pays to Canada is simply completion of a circular flow of cash, diminished by the amount of 
the Bank’s operating expenses. 


30 


BANK OF CANADA 


AUDITORS’ REPORT 


We have examined the statement of assets and liabilities of the Bank 
of Canada as at December 31, 1985 and the statement of revenue and 
expense for the year then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Bank as at December 31, 1985 and the results of its 
operations for the year then ended in accordance with the accompa- 
nying summary of significant accounting policies, applied on a basis 
consistent with that of the preceding year. 


Raymond, Chabot, Martin, Paré & Associés 

Thorne Riddell 
Ottawa, Canada 
January 24, 1986 


STATEMENT OF ASSETS AND LIABILITIES 
AS AT DECEMBER 31, 1985 

(with comparative figures for 1984) 

(in thousands of dollars) 


ASSETS 1985 1984 
Deposits payable in foreign currencies 
US As dollars cc. Se et ees of tn eee Pee 533,581 183,699 
Othercurrencies* ssa ee 35,723 3,320 
569,304 187,019 
Advances to members of the Canadian Payments 

Association (INotes)) erent ee eee 3,468,756 50,000 
Investments—At amortized values (Note 3) 

ihreasuryabills;oftGanadapeeemrs eee tee ae 3,983,915 3,483,072 

Other securities issued or guaranteed by 

Canada maturing within three years................ 3,459,594 4,654,031 

Other securities issued or guaranteed by 

Canada not maturing within three years.......... 8,223,748 9,015,242 

Otherinvestmentsee eee ee ee 2,633 476,448 

15,669,890 17,628,793 

Bankspremises; (Note4) te seen reer rere ee 118,471 93,324 
Cheques drawn on members of the Canadian Pay- 

Mments7Association sme: nec ee ee 767,344 $31,524 
Accrued interest on investments ..........0...ccccccceceeees 345,224 401,189 
Collections and payments in process of settlement 

GovernmentioliGanadan(net). seas eae eee 145,771 36,318 
OtherassetSerrct. ee eer ern ee eee eee 49,830 5,470 

21,134,590 18,933,637 
See accompanying notes to the financial statements. 
G. K. BOUEY 
Governor 
A.C. LAMB 


Chief Accountant 
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LIABILITIES 


GCapitalipaidiup (Notes) peers eee 
Rest fund! (Notei6) i.e ee 
Notesinicirculation25e—.-2e se ee ee 
Deposits 
GovernmentofiCanadae nee 
Ghartered banks soc arcce ees 
Other members of the Canadian 
Payments Associatione..) 10s ee 
Otherdepositsie.2. eee ee ee ee 


Liabilities payable in foreign currencies 
Government of Canadas reste te 


Bank of Canada cheques outstanding .................... 
Othemliabilities (Notew))reeceeen te eee 


1985 


5,000 
25,000 
16,671,992 


313,416 
2,201,122 


205,528 
168,238 


2,888,304 


371,943 

27 
371,970 
935,793 
236,531 


21,134,590 


1984 


5,000 
25,000 


15,236,012 | 


54,950 
PRLS NY 


36,585 
230,291 


3,093,943 


12,642 
25 
12,667 
552,701 
8,314 


18,933,637 | 
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BANK OF CANADA—Continued 


STATEMENT OF REVENUE AND EXPENSE 
YEAR ENDED DECEMBER 31, 1985 

(with comparative figures for 1984) 

(in thousands of dollars) 


Revenue 
_ Revenue from investments and other sources 
net of interest paid on deposits of $4,552 ($6,724 
TBLOS4 semen tenors Mr, See meets het 


Expense 
SATETICSU) 5 A Aas nn 
Contributions to pension and insurance funds‘) ........ 
COthenstalhexpenses cee ee me ce cocecess irae: 
Dinectorsifeestewe tren. cree eer Ree neet er taretins 
Auditorsiefeesiand expenses rss... eects ects toe 
Taxes—Municipal and business ...........0....0cc eee 
BANKNOLE COSUS arerrger re ee rere sees oteaicncaceaess 
Data processing and computer Costs...............0:c:c000 
Premises maintenance—Net of rental income"™)........ 
Printing OljouDlications rc. seers ereses cece. ves-ces cere 
Other printing and stationery ...............0..:cccceceeeee 
Rosta ge andlexpressemecer ert ee estees ees cce irs 
MelecomimulniCatlOnSwrwe: veer ees eieac sec sscsteere tees 


135,430 =:117,853 


| Depreciation on buildings and equipment................... 


| 
Net revenue payable to Receiver General for Canada .. 


| See accompanying notes to the financial statements. 


() Salaries include overtime and are for Bank staff other than those engaged in 
__ premises maintenance. The number of employee years worked by such staff 
(including temporary, part-time and overtime work) was 2,215 in 1985 com- 


pared with 2,129 in 1984. 


-® Contributions to pension and insurance funds for Bank staff other than those 


engaged in premises maintenance. 


tional training costs and medical expenses. 


expenses including related staff costs. 


1985 1984 


2,027,447 1,981,564 


57,018 51,762 
8,073 6,516 


1,564 1,871 
70 98 
380 338 


7,496 7,146 
33,007 26,408 
5,142 3,845 
12,585 10,827 


459 568 
1,831 1¢927 
2,106 1,785 
1,817 1,668 
PAM}? 1,871 
1,770 1,223 


11,986 11,526 


147,416 1290379 


1,880,031 1,852,185 


©) Other staff expenses include retirement allowances, cafeteria expenses, educa- 


4) Premises maintenance comprises building and equipment maintenance 
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NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Significant Accounting Policies 


The financial statements of the Bank conform to the disclosure 
and accounting requirements of the Bank of Canada Act and the 
Bank’s by-laws. The significant accounting policies of the Bank 
are: 


(a) Revenues and Expenses 


Revenues and expenses have been accounted for on the 
accrual basis except for interest on advances to a bank 
ordered to be wound up where interest is recorded as 
received. 


(b) Investments 


Investments, consisting mainly of Government of Canada 
treasury bills and bonds, are recorded at cost adjusted for 
amortization of purchase discounts and premiums. The 
amortization as well as gains and losses on disposition are 
included in revenue. 


(c 


— 


Translation of Foreign Currencies 


Assets and liabilities in foreign currencies have been trans- 
lated to Canadian dollars at the rates of exchange prevailing 
at the year-end. Gains and losses from translation of, and 
transactions in, foreign currencies are included in revenue. 


(d) Bank Premises 


Bank premises, consisting of land, buildings and equipment, 
are recorded at cost less accumulated depreciation. Deprecia- 
tion is charged on the declining balance method using the fol- 
lowing annual rates: 


Buildings 5% 
Computer equipment 35% 
Other equipment 20% 


. Advances to Members of the Canadian Payments Association 


Advances as at December 31, 1985 include a total of 
$1,575,555,885 provided to the Canadian Commercial Bank and 
the Northland Bank for which winding-up orders have been issued 
by the courts. 

During 1985 these two banks encountered liquidity problems 
and borrowed from the Bank of Canada against the security of 
certain of their loan portfolios and pledges of securities. In Sep- 
tember 1985 curators were appointed for both these banks and 
applications were made to courts to wind them up. The orders for 
winding-up were made on September 3, 1985 for the Canadian 
Commercial Bank and on January 20, 1986 for the Northland 
Bank. The liquidators appointed by the courts were also appointed 
as agents of the Bank of Canada for the purpose of realizing on 
the loan portfolios held as security against the respective 
advances. 

To ensure the maximum return on the realization of the loan 
portfolios, the liquidations may extend over several years. The 
ultimate realizable value will depend on the economic circum- 
stances prevailing at the time each of the loans in the portfolios is 
liquidated. On the basis of the information available at December 
31, 1985, it is the opinion of the Bank of Canada that its advances 
will be fully repaid from the proceeds of the liquidations. 


. Investments 


Included in investments are securities of the Government of 
Canada totalling $75,145,489 ($40,102,870 in 1984) held under 
Purchase and Resale Agreements. 
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BANK OF CANADA—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


4. Bank Premises 


1985 1984 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
(in thousands of dollars) 
Land and buildings............. 112,876 49,676 63,200 66,395 
Computer equipment ......... 22,683 12,962 9,721 7,993 
Other equipment................. 29,973 16,861 See2 8,335 
165,532 79,499 86,033 82,723 
Projects in progress ............ 32,438 32,438 10,601 
197,970 79,499 118,471 93,324 
. Capital 


The authorized capital of the Bank is $5,000,000 divided into 
100,000 shares of the par value of $50 each. The shares are fully 
paid and in accordance with the Bank of Canada Act have been 
issued to the Minister of Finance, who is holding them on behalf 
of Canada. 


. Rest Fund 


The rest fund was established by the Bank of Canada Act and 
represents the general reserve of the Bank. In accordance with the 
Act, the rest fund was accumulated out of net revenue until it 
reached the stipulated maximum amount of $25,000,000 in 1955. 
Subsequently all net revenues have been paid to the Receiver 
General for Canada. 


. Other Liabilities 


As at December 31, 1985, other liabilities include $230,031,132 
of net revenue paid to the Receiver General for Canada subse- 
quent to year-end. 


. Contingent Liability 


The Bank has agreed with the Bank for International Settle- 
ments to participate in an international initiative to provide credit 
facilities to the International Monetary Fund. The Bank’s poten- 
tial liability under this agreement, which was extended in 1985 to 
June 1988, is limited to the placing of deposits with the Bank for 
International Settlements, if required, to finance loans made 
under the facility. Pursuant to the agreement, the Bank is contin- 
gently liable in the amount of SDR 180,000,000 ($276,465,594 at 
the December 31, 1985 exchange rate), the maximum liability 
under the agreement. 
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CANADA COUNCIL 


MANDATE 
To foster and promote the study, enjoyment and production of works in the arts; to coordinate UNESCO activities in 
Canada and Canadian participation in various UNESCO activities abroad. 

BACKGROUND 

The Council receives a parliamentary grant each year for its operations. As well, it has income from the $50 million 


Endowment Fund which was created by its Act and from monies and properties donated to the Council and 
administered as Special Funds. It is a charitable organization for the purposes of the Income Tax Act. 


CORPORATION DATA 

HEAD OFFICE 99 Metcalfe Street 

| Ottawa, Ontario 
K1P 5L6 

STATUS — exempt from Divisions I to IV of Part XII of the Financial 

Administration Act; not listed in the schedules to the Act 

— not an agent of Her Majesty 

APPROPRIATE MINISTER The Honourable Flora MacDonald, P.C., M.P. 

DEPARTMENT Communications 


DATE AND MEANS 1957, by the Canada Council Act (R.S.C. 1970, C.3) 
OF INCORPORATION 


CHAIRMAN Maureen Forrester 


‘CHIEF EXECUTIVE Peter Roberts 
OFFICER 


AUDITOR Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


mssets —— ENGOWMeNt:ACCOUNE j..2..,:+.2.a a ee eters aes sade 107.4 97.5 96.6 81.4 
S-7  PCCla ANS Wega lk .ccsc3dge te ee ee em anes: Shee) 31.7 29.4 20.0 

Cash from Canada in the period 
stl TET 2 9 aa ce ee ene er 74.2 72.6 65.6 5929 


ee NOU DUGP CAL ic a. deste eto sani CN oa nil nil nil nil 
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CANADA COUNCIL 
AUDITOR’S REPORT 


TO THE CANADA COUNCIL AND 
THE HONOURABLE MARCEL MASSE, P.C., M.P. 
MINISTER OF COMMUNICATIONS 


I have examined the balance sheets of the Endowment Account and 
Special Funds of the Canada Council as at March 31, 1986 and the 
statements of revenue and expenditure and equity of the Endowment 
Account and Special Funds and the statement of changes in financial 
position of the Endowment Account for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Council as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 10, 1986 


ENDOWMENT ACCOUNT 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 


ASSETS 1986 1985 LIABILITIES 1986 1985 


Cashiandishort-termideposits#.. 6.2.3... meee ee 6,814 5,186 Bankjioverdtaft 3 sc.c.52 eee ee eee 1,479 
ACCTUEd interes te geet ree he ice ei Oe ene ree 1,671 1,442 Approvederants payaDler seen tecene rere tenn renee 19,285 18,451 
AccountssnecelVabletec. teen ee ce ee ee eee cee 271 125 Accounts payable and accrued liabilities 0.0.0.0... 1,994 1,510 
Prepaidiexpensesmmee rere ciers ce eee en er eres 393 300 Deferredicredits (Note 6) eee eee ere eee 153 210 
Investments’ (Note:4)isecatac shacks cress ccs ees atten beens 87,124 80,457 Dueito;SpecialFundsi(Notei7))recenereeeery. eerste eee QN45e% 12-197 
Equipment and leasehold improvements (Note 5)................ 809 266 Due toSpecial/ Trusts (Note!) 2. eeeeeeeree e ee 873 54 
Works:oftart: Secret ten ne eres erin 10,327 9,516 Provision for employee termination benefits ......................... 1,049 1,015 


26,199 24,916 


EQUITY 
Fund capital 
Principal, established pursuant to Section 14 of the Act.. 50,000 50,000 


Accumulated net gains on disposal of investments ........... 13,850 9,586 
63,850 59,586 
Contributed surplus—Works Of art .......0..:.cccccscseceeseseseeeeeees 10,327 9,516 
74,177 69,102 
Surplus 
Appropriated | jv cccens eee eee ee ees 2,300 2,300 
Wnappropriated:e). ae. 8.1 eshte ies Met. Pee ee 4,733 974 
7,033 3,274 
81,210 72,376 
107,409 97,292 107,409 97,292 


Approved by the Council: 


PETER BROWN 
Treasurer 


MAUREEN FORRESTER 
Chairman 
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_~CANADA COUNCIL—Continued 
_ SPECIAL FUNDS 


| BALANCE SHEET AS AT MARCH 31, 1986 
_ (in thousands of dollars) 


ASSETS 


MCashyand short-term deposits ...........c..csccccssesesesevoeseveesescssseanvons 
BPACCTUCCUNLCTCS (contin cae ese aca ee enc asta tasen eee 
MOVESLIMETIUSH UINOLE A) haetnc se ace acc eenaes aun eeverks opneeeonreatieters 

Due from Endowment Account (Note 7)..........0.c.cccccccceeereeeee 


_ Approved by the Council: 


PETER BROWN 
| Treasurer 


| MAUREEN FORRESTER 
Chairman 


OF THE ENDOWMENT ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


PAnAMENtATY; RUANUS bs cree mentees eenccrcseucrsesoncecesces setae 
EncecestranGidiviGends mace ete ere ners, ore eres 
ArteBanksrentalifeestnsccss coment re. secsaceennsee ener 
Cancelled grants, approved in previous years, and refunds . 


Expenditure 
Arts 
CGTATUS ANGISELVICES eee rere ee ecco he nese 
Admunistration (Schedule)... eee cero ens a 
WO KSOL ATC 2.2 es RU ies aes caus ete t eves saecaheesa cwuscemea cee 


Canadian Commission for UNESCO 
PXdministration (SChedule) econ cn ca een 
GT ATS fee ee ee ree cent cna sec tsi casas 


General administration (Schedule) .................cccccceeeee 


Excess of revenue over expenditure for the year...............0005 


1986 


3,077 
625 
293973) 
2,245 


35,920 


| 
STATEMENT OF REVENUE AND EXPENDITURE 


1986 


74,244 
10,470 
670 
471 


85,855 


68,446 
6,250 
811 


75,507 


838 
143 


981 
5,608 
82,096 
Sh /5y) 


1985 


1,527 
504 
27,446 
2,197 


31,674 


1985 


72,614 
10,601 
596 
334 


84,145 


69,519 
6,042 
712 


76,273 


852 
189 


1,041 
5,888 
83,202 
943 


LIABILITIES 


EQUITY 
Fund capital 


Principals sere 


Accumulated net gains on disposal of investments............... 


Unappropriated surplus 


1986 


3,189 
3,189 


30,256 
1,936 


82,192 
539 


32,731 
35,920 
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1985 


154 
2,415 


2,569 


27,809 
881 


28,690 
415 


29,105 
31,674 
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STATEMENT OF EQUITY OF THE ENDOWMENT ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


Fund capital 


Accu- 
mulated 
net gains 
on disposal Total 
of invest- 
Principal ments 1986 1985 
Balance at beginning of the year ......... 50,000 9,586 59,586 58,773 
Net gains on disposal of investments ... 4,264 4,264 813 
Works of art purchased during the 
CSE pian ts sere et Ne ee NEN RE ap Rea 
Excess of revenue over expenditure for 
thereat te craven 
Balanceiatiend ofithe:syeari.n0----e $0,000 13,850 63,850 59,586 


Contributed 
surplus 


Total 


1986 1985 


9,516 8,804 


811 712 


10,327 9,516 
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Surplus 


STATEMENT OF REVENUE, EXPENDITURE AND EQUITY OF THE SPECIAL FUNDS (NOTE 2) 


FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


Izaak Killam 
Walton Special 
Killam Scholar- Jean A. Molson Lynch- 
Memorial ship Chalmers Prize Staunton 
Revenue and expenditure 
Revenue 
Interest and dividends .. 1,585 1,300 48 107 111 
Expenditure 
Grants: 4). ae 15232 1,036 44 100 78 
Administration.............. 141 147 8 4 
e373) 1,183 52 104 78 
Excess of revenue over 
expenditure (expendi- 
ture over revenue) ........ 212 117 (4) 3 33 
Equity 
Fund capital 
Principal 
Balance at beginning 
ofithe:yeanne ees 13,171 11,799 500 1,000 699 
G@ashireceived@ eee 2,114 
Net income capital- 
IZEd Serene eae 144 116 
Balance at end of the 
VOaT er er eee sic oes: 13,315 14,029 500 1,000 699 
Accumulated net gains 
on disposal of 
investments 
Balance at beginning 
ofthe;vyeans....-4- 472 224 66 119 
Net gains (losses) on 
disposal of invest- 
IMCNtS gemeeeetce os 515 427 56 Sif 
Balance at end of the 
Vedat ei cnet ie 987 651 122 176 
14,302 14,680 500 13122 875 
Unappropriated surplus 
Balance at beginning of 
theiyeanae nna 1 l 32 2 279 
Excess of revenue over 
expenditure 
(expenditure over 
LEVENUE)) 2... 212 117 (4) 3 33 
Net income capitalized (144) (116) 
Balance at end of the 
VCAR Aras. cue 69 2 28 5 312 
14,371 14,682 528 1,127 1,187 


Frances John 
and J.P. B.C. 


Barwick Watkins 


8 15 

8 15 
40 
53 
93 
93 

100 

8 15 

8 115 

101 115 


Total 
Appro- __ Unappro- 
priated priated 1986 1985 
2,300 974 3,274 2333) 
3,759 3,759 943 
2,300 4,733 7,033 3,274 
Coburn 
Fellow- Total 
Vida ship 
Peene Trust 1986 1985 
Si 3,231 2,881 
57 2,547 2,579 
300 226 
57 2,847 2,805 
384 76 
600 27,809 26,265 
20 2,187 1,310 
260 234 
600 20 30,256 27,809 
881 976 
1,055 (95) 
1,936 881 
600 20 32,192 28,690 
415 573 
384 76 
(260) (234) 
539 415 
600 20 32,731 29,105 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
OF THE ENDOWMENT ACCOUNT 

FOR THE YEAR ENDED MARCH 31, 1986 

(in thousands of dollars) 


(b) Killam Special Scholarship 


221 Se A gift of $4,353,609 was received from the estate of the late 
Paidsiprovidiediby: (applied 10) Mrs. Dorothy i. Killam for the establishment of a Special 
OS PeTAUONS nForce eiehe ANAT ROO: 6,227 (1,238) Scholarship Fund. The gift consisted of preferred shares in a 
In Vestinien taweaes mr nee re tee ete lrg a) arr ah (3,120) 2,588 Canadian company: The proceeds on the redemption of these 
MIC KEASCHINNEUNC Steer cee cence ter eee creates dicta devconexn anata cee 3,107 1,350 shares have been invested and the income therefrom is avail- 
Funds\atjbeginning oftyeane:. 2.0) tue. eet eae ByOven 25357 able to provide fellowship grants to Canadians for advanced 
Funds (cash and short-term deposits) at end of year .............. 6,814 3,707 study of research wit the fields of medicine, science and engl 
———_————— neering at universities, hospitals, research or scientific insti- 
, tutions or other equivalent or similar institutions in Canada. 
"atl ave Sete Serdiaute 3.759 943 The fund also includes common shares in a company whose 
i socattecing cash oS hd ea apt gas é major assets have been sold. The Council has received $2.1 
Depreciation and amortization............0..:cccccseeseeeesneee 174 204 million during the year (1985—$.7 million). This was the 
Employee termination benefits...............00c0ccccccceeresreereens 34 188 final distribution. 
Grantsipayablex meat, comments cess fo Oe... RE ee 834 2,200 
ae (pene, in amount due to Special Funds (c) Jean A. Chalmers 
ATIGISPECIA NM US LS Pee mereR Aire 0a s,0 14 ety eee 867 = (4,981) An endowment of $500,000 in cash was received from Mrs. 
Other items not affecting CEG) co wogerunen vn eter evancancasin 559 208 Floyd S. Chalmers to establish a special Jean A. Chalmers 
Funds provided by (applied to) operation activities ................ 6,227. (1,238) Fund for the crafts. In consultation with the Canadian Crafts 
AaCARS EVECH Council, the income of the fund is used to provide a small 
Investment number of special project grants for the development or 
Acquisition of equipment and leasehold improvements ...... (Zila) een (41) advancement of the crafts in Canada. 
Decrease (increase) in: investments. .......0.5..1..00...dsssc0.ec0eeeeeeee (6,667) 1,916 : 
Increase in accumulated net gains on disposal of invest- (d) Molson Prize 
BURNS pose cat et wwe aage fein seter ay testo Pea ares cccopretteee ns Gori ah deere eee a 4,264 813 Gifts of $1,000,000 were received from the Molson Founda- 
| Funds (applied to) generated by investment activities ............ (3,120) 2,588 tion for the establishment of the Molson Prize Fund. The 


income of the fund is used for awarding cash prizes to 
Canadians “for outstanding achievement in the fields of the 
Arts, the Humanities or the Social Sciences that enriches the 
cultural or intellectual heritage of Canada or contributes to 
national unity”. There is no restriction placed on the recipi- 
ent as to the use of the prize. 


The Canada Council was established by the Canada Council (e) Lynch-Staunton 
Act in 1957 which authorized the creation of an Endowment 
Fund of $50 million. Except for the annual parliamentary grant, 
monies or properties donated to the Council pursuant to Section 
20 of the Act are generally accounted for as Special Funds. The 
Council is not an agent of Her Majesty. Its objectives are to foster 
and promote the study, enjoyment and production of works in the (f 
arts. 


| NOTES TO FINANCIAL STATEMENTS 
_ MARCH 31, 1986 


1. Authority and operations 


This fund was established by a bequest in cash of $699,066 
received from the estate of the late V.M. Lynch-Staunton, 
the income from which is available for the regular pro- 
grammes of the Council. 


Frances Elizabeth Barwick and J.P. Barwick 


A bequest of $40,000 in cash was received from the estate of 
the late Mrs. Frances Elizabeth Barwick with the condition 
that ‘“‘such bequest be applied for the benefit and encourage- 
ment of the arts”. A bequest of $53,000 was also received 


— 


2. Special funds 


(a) Izaak Walton Killam Memorial 


A bequest of $12,339,615 in cash and securities was received 
from the estate of the late Mrs. Dorothy J. Killam for the 
establishment of the Izaak Walton Killam Memorial Fund 
for Advanced Studies “to provide scholarships for advanced 
study or research at universities, hospitals, research or scien- 
tific institutes, or other equivalent or similar institutions both 
in Canada and in other countries in any field of study or 
research other than the ‘arts’ as presently defined in the 
Canada Council Act and not limited to the ‘humanities and 
social sciences’ referred to in such Act.” 

The bequest contains the following provisions: “the Fund 
shall not form part of the Endowment Account or otherwise 
be merged with any assets of the Council”; and “in the event 
that the Canada Council should ever be liquidated or its 
existence terminated or its powers and authority changed so 
that it is no longer able to administer any Killam trust, the 
assets forming any such Killam trust shall thereupon be paid 
over the certain universities which have also benefited under 
the will.” 

The cash and securities received and the proceeds have been 
invested in a separate portfolio. 


(g) 


(h) 


from the estate of J.P. Barwick “for the benefit of the musi- 
cal division of the arts and for the encouragement of the 
musical arts’. The total fund is still to be used for the benefit 
of the musical division. 


John B.C. Watkins 


This fund was established by a bequest consisting of the net 
income from the residue of the estate of the late John B.C. 
Watkins to provide scholarships for postgraduate studies in 
specified countries. 


Vida Peene 


This fund was established by a bequest in cash of $599,761 
received from the late Vida Peene to provide payments to 
specified organizations. 


Funds will eventually be received from the following 
bequests: 


(a) Edith Davis Webb 
This fund, estimated at $400,000, is intended “for the 
purpose of making grants or establishing scholarships 
for musical study in such manner as the Council shall 
determine”. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Continued 


(b) Coburn Fellowship Trust 
This fund, the amount of which cannot be determined 
at this time, is to provide for exchanges of scholars 
between Israel and Canada. It consists of an amount of 
$100 from K. Coburn to establish this fund as well as a 
$20,000 donation received from F.E. Coburn. 


3. Significant accounting policies 


(a) Investments 


(b 


(c 


(d 


(e 


(f 


(g 


(h 


— 


— 


— 


— 


— 


~— 


— 


Bonds, debentures, equities and mortgages are recorded at 
cost. The portfolios of two Special Funds (Molson Prize and 
Lynch-Staunton) are merged with the Endowment Account. 
The participation of each fund is calculated on the basis of 
market value. Quarterly adjustments are made to take into 
consideration any capital withdrawals and additional invest- 
ments. Interest, dividends, gains and losses on disposal of 
investments are allocated to each fund based on the percent- 
ages established at the beginning of each quarter. 


Equipment and leasehold improvements 


Equipment and leasehold improvements are recorded at cost 
and depreciated over their estimated useful lives on the 
straight-line method, as follows: 


3 to 5 years 
term of the lease 
(maximum 10 years) 


Equipment 
Leasehold improvements 


Works of art 
Works of art are recorded at cost. 


Employee termination benefits 


Employees are entitled to specific termination benefits as 
provided for under the Council’s policy and conditions of 
employment. The cost of these benefits is expensed in the 
year in which they are earned. 


Gains and losses on disposal of investments 


Pursuant to subsection 19(2) of the Act, net gains on disposal 
of investments are credited to the fund capital— 
Accumulated net gains on disposal of investments. Net losses 
on disposal of investments are charged against this account to 
the extent of the balance available therein. In the event that 
losses exceed the balance available in the account, the excess 
is recorded as an expenditure in the year of realization. 


Contributed surplus 


Amounts paid during the year for the purchase of works of 
art are expensed. Such purchases are then capitalized as con- 
tributed surplus—Works of art and no depreciation is 
recorded. 


Appropriated surplus 


The Council has established a reserve to reduce the erosion of 
value of the original endowment due to inflation. Any 
changes in this account are approved by the Council. 


Capitalization of net income of Special Funds 


The Council capitalizes 10% of the revenue less administra- 
tion expenditure of the Izaak Walton Killam Memorial Fund 
for Advanced Studies and the Killam Special Scholarship 
Fund, in accordance with advice received from the trustees of 
these Funds in order to preserve the equity of these Funds for 
future beneficiaries. However, for the purposes of the Funds, 
the Council reserves the right to draw at any time on the 
accumulated net income capitalized. 


(i) 


G) 
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Pension plan 


Employees participate in the Public Service Superannuation 
Plan administered by the Government of Canada. The 
employees and the Council contribute equally to the cost of 
the Plan. This contribution represents the total liability of the 
Council. Contributions with respect to current service are 
expensed on a current basis. 


Grants 


Grants approved by the Council are recorded as expenditure 
in the year determined by the Treasurer in consultation with 
the Arts Division. Cancelled grants, approved in previous 
years, and refunds are shown as revenue in the Endowment 
Account. For Special Funds, such items are deducted from 
the grants expenditure. 


4. Investments 


1985 


Market 
value 


1986 


Market 
value Cost 


(in thousands of dollars) 


Cost 


Endowment Account 


Bonds and debentures......... 53,844 60,750 48,895 50,792 
Equities 2. ccse eee er 30,612 48,507 28,443 38,739 
Mortpagesense eet 2,668 2,464 Sle, 2,626 
87,124 Lh 80,457 92,157 
Special Funds 
Bonds and debentures......... 18,718 21,084 17,343 18,055 
Equities. ne eee 10,867 16,182 9,697 12,038 
Mortgages se eee 388 298 406 273 
29,973 37,564 27,446 30,366 
. Equipment and leasehold improvements 
1986 1985 
Accu- 
mulated 
deprecia- 
tion and Net Net 
amor- book book 
Cost tization value value 
(in thousands of dollars) 
Equipment eee 1,007 $02 505 200 
Leasehold improvements ........ 568 264 304 66 
1,575 766 809 266 
. Deferred credits 
1986 1985 
(in thousands 
of dollars) 
Defetred:rents!)..40%..G2. 25). Tee ee ee 509 
Deferred revenue——ArteBank....2272).-2e2.. eee eae 244 210 


753 210 


The deferred rent amount represents funds received from the 


Council’s present landlord to cover rental payments owed by the 
Council under its old lease for the period from April to October 
1986. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


7. Due to Special Funds/Due from Endowment Account 


These accounts represent investments and accrued interest 
relating to the three special funds merged with the Endowment 
portfolio, less charges of the Killam and Chalmers Funds. 


1986 1985 
(in thousands 
of dollars) 

| LAVIYE DSISS PACT COT ha cotacateen css steanecreactodce dose eat Rese Rac ae BHINSS ee oc e240 R73 
MolsOnsRnizee aeons fete erento 2 ni seein cia eee 1523 1,169 
Frances Elizabeth Barwick and J.P. Barwick ..................... 101 40 
PDS RNS) 
KillameandiG@ halmensa bund Seeescres seh. Bae (340) (185) 
2,245 0 925197, 


* Due 


to Special Trust 


These funds have been accounted for separately due to special 
conditions related to the donations. 


(i) 


(ii) 


Glenn Gould Prize Fund 


The Council received $475,113 from the Glenn Gould 
Memorial Foundation to provide a prize of $50,000 every 
three years (funds permitting) to an outstanding individual 
for his/her original contribution in the field of Music and 
Communications. Since inception, the fund earned $30,061, 
and the balance stood at $505,174 at March 31, 1986. 


Joseph S. Stauffer Fund 


During the year, the Estate of Joseph S. Stauffer donated 
$350,000 to Council to establish this fund, the income from 
which is to provide prizes to encourage promising young 
Canadians in the fields of music, the visual arts and litera- 
ture. The fund earned $18,410 during the year and the value 
of the fund was $368,410 at March 31, 1986. 


. Lease commitments 


The Council is a party to a long term lease in respect to rental 
accommodation. The aggregate minimum annual rental is as 


follows: ; 
(in 
thousands 
of 
dollars) 
1S) S57 Nee eet eel te er fe BOM AER SN ES eo acid soca b Ra eee 235 
1 SS SS ere ee eae ee ete Ee cst dco suck vit suk nce een te ne 1,410 
HISD & OI esene ce eer ac ee ie ee ac eater or EA oevvieet ea ane eee 1,410 
{CRYO tae tli AON ar ae Cie ona elt a ERE REN RSE SS .5, 1,410 
BO etree Meh herein Ca Trey cits age sha tonne fc oancens Ate a net Ree 1,410 


Based on the provisions of the lease agreement, a rent-free 
period to January 1987 is provided. 


. Comparative figures 


Certain of the comparative figures have been reclassified to 
conform to the current year’s presentation. 


SCHEDULE OF ADMINISTRATION EXPENDITURE 
OF THE ENDOWMENT ACCOUNT 

FOR THE YEAR ENDED MARCH 31, 1986 

(in thousands of dollars) 


Cana- 
dian 
Commis- 
sion for 
Arts UNESCO _ General 1986 
Salaries and employee 
Detietitsaes arene 5,262 643 S25 9,120 
Rent and maintenance. 171 628 7199 
Staffstraveleen eer. 576 57 89 722 
Communications .......... 122 14 386 522 
Office supplies and 
EXPenSeS eee ea 21 pp 303 346 
Professional services .... 2 12 285 299 
Council meetings 
including members’ 
NonoLaniawees ees 16 64 162 242 
Printing, publications 
and duplicating......... 17 19 170 206 
Depreciation and 
amortization ............. 174 174 
Data processing............ 5 6 131 142 
Safekeeping charges .... 42 42 
Freight and storage...... 42 42 
Miscellaneous ............... 16 1 23 40 
6,250 838 5,608 12,696 


Total 


39 


1985 


8,815 
1,041 
700 
695 


166 
388 
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SUMMARY PAGE 


CANADA DEPOSIT INSURANCE CORPORATION 


MANDATE 

To provide limited insurance in respect of individuals’ deposits with federal institutions (banks, trust and loan 
companies) and approved provincial institutions (trust and loan companies). 

BACKGROUND 

Established by the Canada Deposit Insurance Corporation Act in 1967, the corporation by 1982 accumulated, from 


premiums received, substantial reserves in its Deposit Insurance Fund. Recent payments to depositors of insolvent 
financial institutions, however, caused this fund to have a net deficit position. 


CORPORATION DATA 
HEAD OFFICE 1808 — 112 Kent Street 
P.O. Box 2340, Station D 
Ottawa, Ontario 
K1P 5WS5 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Michael Wilson, P.C., M.P. 
DEPARTMENT Finance 
DATE AND MEANS The Canada Deposit Insurance Corporation Act (R.S.C. 1970, C. C- 
OF INCORPORATION 3, as amended). 
CHIEF EXECUTIVE Charles C. de Léry 
OFFICER 
CHAIRMAN Ronald McKinlay 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1985 1984 1983 1982 
(restated) 
At the end of the year 
PROEATUA SST 5 once ote bs Moe We eon ett fie Lik ae berger eee 1,676 830 lahSz 255 
Obligations to the-private sectoraie fea) eekateesee i c. 1,034 975 805 nil 
Obligations to:\Canadas aeces eae ne ee re 956 nil 30 nil 
EqnityorGanada® Oh) 2962.7 oe erie 7 RCS te (12235) (827) nil nil 
Cash from Canada in the year 
ee tL (eb tel Ya See anne ene ee Oy Maes, Meee «ROC MeO AAy set 2. nil nil nil nil 
== NON-DUOMELATY, NEE) 2 fcc anonncee mee eta eta ee 956 (30) 30 nil 


* Represents deficiency in the Insurance Fund. 
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CANADA DEPOSIT INSURANCE CORPORATION 


_ AUDITOR’S REPORT 


~ THE HONOURABLE MICHAEL WILSON, P.C., M.P. 
| MINISTER OF FINANCE 


I] have examined the balance sheet of the Canada Deposit Insurance 


Corporation as at December 31, 1985 and the statements of invest- 
/ ment and administrative operations, deposit insurance fund and 


changes in financial position for the year then ended. My examination 


| was made in accordance with generally accepted auditing standards, 


and accordingly included such tests and other procedures as | con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations for the year then ended in accordance with generally 


| accepted accounting principles applied, after giving retroactive effect 


to the change in accounting policy as described in Note 3 to the finan- 


| cial statements, on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 


| have come to my notice during my examination of the financial state- 
| ments, have, in all significant respects, been in accordance with Part 
| XII of the Financial Administration Act and regulations, the Canada 


Deposit Insurance Corporation Act and the by-laws of the. Corpora- 
tion. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Ottawa, Canada 
_ March 3, 1986 


BALANCE SHEET 
AS AT DECEMBER 31, 1985 
(in thousands of dollars) 


ASSETS 1985 1984 
(restated) 
Mireasury bills and’term/deposits®....2:...ccceccstceeccceerense 64,091 78,552 
| Premiums and other accounts receivable ................00008 16,951 12,388 
Accrued interest on treasury bills. ...........:.ccccc cece 100 541 
| Income taxes recoverable (Note 4).......0..ccccccccceeesceseeees 44,025 43,571 
NOTA S eRe a8 eer epee eee 1,039 2,224 
_Loans to member institutions (Note 5) .......00..0.cccccee 412,133 491,359 
Claims in respect of insured deposits (Note 6).............:. 1,137,824 200,974 
Furniture, equipment and leasehold improvements ....... 206 186 
1,676,369 829,795 


Approved by the Board: 


R.A. McKINLAY 
Chairman 


W.A. KENNETT 


| Director 


LIABILITIES 


Bank indebtedness 
Accounts payable sncc maces ereetcercsatersars arencces 
Due to member institutions........0...0.....ccccceee 
Loans from member institutions.................0..0.00.. 
Loans from Consolidated Revenue 


DEPOSIT INSURANCE FUND 


Deficiencyat year endian ee ta 


1985 


10,532 
2,626 
27,647 
995,895 


956,211 


1,992,911 
918,836 


2,911,747 


(1,235,378) 
1,676,369 


41 


1984 
(restated) 
21,366 
4,737 


953,910 


980,013 
676,569 


1,656,582 


(826,787) 
829,795 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


STATEMENT OF INVESTMENT STATEMENT OF CHANGES IN FINANCIAL POSITION 
AND ADMINISTRATIVE OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 1985 
FOR THE YEAR ENDED DECEMBER 31, 1985 (in thousands of dollars) 
(in thousands of dollars) 
1985 1984 
1985 1984 (restated) 
(restated) Source of funds 
Interest revenue Operations 
Insuinedideposits:. 4. sews eee eee ee er ee 4,638 Net earnings (loss) from investment and 
MRE ASUPY DIS See ese, ceceawe sere een ete ee canoe ents 3,835 Wey administrative operations ............0.0....00c000- (42,640) 47,417 
Ganada DOnd Sree ee ee re One arene 163 Items not affecting funds 
M Ort gages inc aasee errs earner sean ney ere 146 752 Deternedsincome:tax ccc seers ame (1,473) 
Othe nmiyte tes res rea) Dee eee eee Be hence 256 123 Net amortization of premiums and dis- 
THARS75 en 12.390" counts 4. See. A Bene Bans (77) 
Sa aa ae aa Depreciation and amortization ..................... 50 50 
Expenses a 
Interest—Consolidated Revenue Fund ....................... 35,101 692 drptenty (42,590) 45,917 
Interest in respect of insured deposits ..........ccccccceee00 9,443 Loans from member IMStILULIONS «eee 41,985 148,644 
Expenses directly related to the payment of insured Interest on loans to member institutions .............. 104,779 112,451 
CEPOSILOTS sesso ne eee te ee 3,028 Loans from Consolidated Revenue Fund............. 956,211 
Inspection:and other fees. 25 5p ecqcttsnc ceeds 2,226 1,629 Repayment of loans to member institutions ........ 100 
General, administrative and other .............0ccccene 1,008 1,008 Decrease in investments —Canada bonds ........... 20,000 
Salariesiandemployeeibenefitsene sms eee 709 433 —Other bonds and 
Pass isie 3 160) , > ew debentures Pe ee! 1,006 
' ? a Recoveries of claims in respect of insured depos- 
Earnings (loss) before income taxes .............. cece (42,640) 8,628 TESBRC: Sco Rian ot Banna amit Gao PRAISE acacia est 120,252 407 
Income taxes (recovery) (Note 4) Increaseyin‘accounts,payable,.... ee 4,011 
GUTrren ten cent oer ett ot Stee be rete Amant (37,316) Increase in due to member institutions................. 27,647 
Deferred .......ssseecsssssssceeetisnssseeeesinnssseeeeniesseeeeessesnn seis es 8/2) Premiums {on thenyedtes sewers te eee ee 57,876 53,884 
(38,789) Realizationiofumortparesee eee eee 1,185 7,021 
Net earnings (loss) from investment and administra- Bank/overdraft 2 a eee 21,366 
tivevopera tions, ce sien. see ns cee cee eran ee a (42,640) 47,417 Decrease in accrued interest ........0...ceecee eee 441 1,502 
1,267,886 416,209 
Application of funds 
STATEMENT OF DEPOSIT INSURANCE FUND Loans to member institutions ....................ccccceeee 98,607 120,165 
FOR THE YEAR ENDED DECEMBER 31, 1985 Interest on loans from member institutions ......... 108,606 108,434 
(in thousands of dollars) Repayment of loans from Consolidated Revenue 
FUNG ieee cen eet ee ieee ee ee ee ee 30,000 
Increase in premiums and other accounts receiv- 
1985 1984 P10) (ole oe RE OPAR Saeko RE MRR ER SORE RPO ein eid Sia 4,563 1,745 
(restated) Bankroverdratt..cc serie ccs n errr een ee 10,834 
i ae Decrease in accounts payable..............0....cee 2,111 
Deticiencyabeginningiol yea wn eee 826,787 332,105 Purchase of furniture, equipment and leasehold 
FIT} PROVETMGN tS meen et ote ee eee ets 70 154 
Insurance operations Payment of claims in respect of insured deposits 1,057,102 177,867 
Premiums Seater eset a Gn oe ren eaptesiee 57,876 53,884 Decrease in income taxes payable........................ 1,145 
Interest on loans to member institutions.............. 104,779 112,451 Increase in income taxes recoverable.................... 454 43,571 
162,655 166,335 1,282,347 483,081 
Provision: for!lossys sees. :.tecc ce ecucsqceteraeros merry 420,000 600,000 Decrease in treasury bills and term deposits............ 14,461 66,872 
Interest on loans from member institutions ......... 108,606 108,434 Treasury bills and term deposits at beginning of 
~ $28,606 708,434. thesyear’ RR ot. eect et 78,552 145,424 
Loss from insurance operations...............ccccceceeees 365,951 542,099 Treasury bills and term deposits at end of the year 64,091 78,552 
Deficiency before net earnings (loss) from invest- 
ment and administrative operations...................... 1,192,738 874,204 
Net earnings (loss) from investment and adminis- 
trative ope©rationSMeo te keer ra eee eee (42,640) 47,417 


Beficiencynend Oly catier se een eee ree 1,235,378 826,787 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Authority and objective 4. Prior period adjustment 


The Corporation was established in 1967 by the Canada 
Deposit Insurance Corporation Act (the Act). It is a Crown cor- 
poration named in Schedule C Part I of the Financial Administra- 
tion Act. 

The Corporation’s principal objective is to provide insurance on 
deposits with member institutions (banks, and federal and provin- 
cial trust and loan companies) up to $60,000 per depositor per 
institution. Under section 11 of the Act, the Corporation may 
acquire assets from, or advance funds to, member institutions to 
reduce or avert a threatened loss to the Corporation. 


. Accounting policies 
Basis of preparation 


These financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. 

These financial statements do not reflect the assets, liabilities 
and operations of member institutions whose operations the Cor- 
poration is financing in order to secure an orderly wind down. 


The more significant policies adopted are set out below. 
Premium recognition 


Premiums are based on insured deposits accepted by member 
institutions as at April 30 of each year and are collectible by 
December 31 of the year. Premiums are recognized when 
assessed. 


General provision for loss 


The general provision for loss reflects the Corporation’s best 
estimate of losses in respect of member institutions against which 
the Corporation has or is certain to have a financial claim. This 
estimate includes consideration of losses expected in respect of 
claims arising from payments made to insured depositors and 
operations for the duration of the wind-down period of member 
institutions under management by agents (Note 5). 

The general provision for loss is reduced by identified losses on 
loans to member institutions or claims in respect of insured depos- 
its. 

The general provision for loss does not include an estimated 
contingent liability for potential claims of depositors of any mem- 
ber institutions not specifically identified as being in difficulty as 
such claims would be impossible to estimate. 


Loans to Member Institutions and Claims in Respect of Insured 
Deposits 

Loans to member institutions and claims in respect of insured 
deposits are reported net of identified losses (Note 3). 


Interest recognition 


The Corporation charges interest on loans advanced directly or 
indirectly to member institutions that are operating under agency 
agreements. It ceases to charge interest when a member institu- 
tion is placed in liquidation. It charges interest on other loans. in 
accordance with the terms of the specific loan agreements. 
Accrued interest is included on the balance sheet as part of Loans 
to Member Institutions. 


. Change in accounting policy 


During the year the Corporation changed its method of 
accounting for identified losses. In prior years, these identified 
losses were included in the general provision for loss and there- 
fore, did not reduce the carrying value of the related asset. The 
Corporation has adopted the policy of reporting financial claims 
net of identified losses and has applied the policy retroactively. 
Consequently, the balances of loans to member institutions and 
the general provision for loss as at December 31, 1984, have each 
been reduced by $573,431,000. 


Pursuant to a 1985 amendment to the Income Tax Act (effec- 
tive 1983) permitting the Corporation, in computing its taxable 
income, to claim a deduction for uncollectible accrued interest 
receivable, the Corporation has restated its 1984 financial state- 
ments. The Corporation will use losses created for tax purposes to 
recover previously paid income taxes. Consequently, current 
income taxes for 1984 previously reported as $6,709,000 have 
been restated to show a recovery of $37,316,000. Deferred income 
taxes recovery, previously reported as $928,000, has been 
increased to $1,473,000. The effect of these changes has been to 
increase net earnings from investment and administrative opera- 
tions for 1984 by $44,570,000 from $2,847,000 to $47,417,000. 
Consequently, the Deposit Insurance Fund Deficiency as at 
December 31, 1984 has been reduced from $871,357,000, as pre- 
viously reported, to $826,787,000. 


. Loans to member institutions 


Certain member institutions that have experienced financial 
difficulties have been placed under the control of regulatory 
authorities. In accordance with section 11(a) of the CDIC Act, 
the Corporation entered into agency agreements with other mem- 
ber institutions (agents) to ensure that the respective operations of 
institutions experiencing financial difficulties, would be wound 
down in an orderly fashion over a five year term. The liabilities 
and operations of these companies are being financed on a con- 
tinuing basis by way of direct loans or by the respective agents 
providing loans on behalf of the Corporation. 

As at December 31, 1985, direct loans or loans made by agents 
on behalf of the Corporation were as follows: 


Member institutions 


Under Agency Total Total 
Agreements Direct By Agents 1985 1984 
(in thousands of dollars) (restated) 
Crown Trust Com- 
Panyiceee eee 235,500 235,500 297,750 
District Trust Com- 
PANY seeihec csp hsccves ee -s- 7,840 7,840 11,026 
Fidelity Trust Com- 
PANY ee 42,642 317,489 360,131 296,506 
Greymac Mortgage 
Corporation ............ 61,238 52,500 113,738 105,302 
Greymac Trust Com- 
Dany ee 45,020 151,450 196,470 159,972 


148,900 764,779 913,679 870,556 


In liquidation 


Amic Mortgage 
Investment Corpo- 
TatiONeres oa 933 933 2,083 
Canadian Commer- 
Cla Banke ere: 75,000 75,000 
Seaway Mortgage 
Corporation. ............ 76,234 76,234 $4,500 
Seaway Trust Com- 
PANY asian wands sas 97,451 97,451 137,651 
75,933 173,685 249,618 194,234 
224,833 938,464 1,163,297 1,064,790 
Identified losses.......... 223,900 527,264 751,164 573,431 
Balance $22.5 2.45.< 933 411,200 412,133 491,359 


eee 


44 PUBLIC ACCOUNTS, 1985-86 
CANADA DEPOSIT INSURANCE CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


The Corporation understands that the Minister of Finance will 
propose to Parliament amendments to the Income Tax Act to 
eliminate anomalies which may result in double taxation of a 
member institution in liquidation in respect of amounts paid by 
the Corporation to depositors of the institution. The Corporation 
has not taken into account any estimate of the taxes payable by 
member institutions in arriving at its potential recoveries of claims 
in respect of insured depositors, and accordingly the general provi- 
sion for loss. 


The Corporation has registered a floating charge on all the 9. Contingent liabilities 
assets of member institutions under agency agreements as security The Corporation is a defendant in a number of judicial actions 
for the loans. During the term of the agreements, the agents are arising out of the collapse or insolvency of various member institu- 
paying all liabilities on maturity and are disposing of the assets in tions. The Corporation does not believe it has any liability as a 
a manner to optimize recovery. The assets of these member insti- result of these actions and has therefore not provided for any 
tutions consist primarily of mortgages and real estate. The ulti- potential claims. 
mate realization of these assets is dependent on the state of 
economy, interest rate levels and the real estate market in general. 10. Income taxes 
. Claims in respect of insured deposits The Corporation is subject to federal income tax on its invest- 
é Pee Patt f ment income less administrative expenses. It is not subject to tax- 
When the Corporation pays a depositor’s claim it acquires a ation on premiums collected and may not take a deduction for 
subrogation of the rights and interest of the depositor as against claims paid. 
the assets of the member institution. The Corporation’s claims in The Corporation has available losses which can be carried for- 
respect of payments to insured depositors of the following member ward to reduce future years’ income otherwise subject to taxation. 
institutions are identified below: Such losses total $102 million and expire as follows: 
goed ES A (in millions 
(in thousands of dollars) 
of dollars) 
Amic Mortgage Investment Corporation............... 22,768 22,768 VOGT See hia See ts ak Goan en ce AERO Sacto ce. Geset ee ReeLS 34 
Astragirust' Compan yreceee ates ste acre 339 339 Tp eee an ae ree ey tx a hI eee einen OE 68 
Canadian Commercial Bank.......... gd ERR ee yooh 277,000 102 
CCB Mortgage Investment Corporation ............... 47,929 
Continental Trust Company ..........0....0:0cce 113,901 11. Deposit insurance fund deficienc 
ondonteoanieninited eee aren eee re aera 23,854 ; P ; y ; 
Northguard Mortgage Corporation .............0.000.+. 27,552 27,805 The Corporation does not believe that its current rate of pre- 
Northland Banktet,..22%..243). 6.8. See ee. 316,083 mium assessments, which are the maximum allowed by the Act, 
Bioneendirust\Gompanyareneraer eee eee 116,015 are sufficient to permit the elimination of the deposit insurance 
Seaway Trust Company)sse. anions. fetes ae 150,062 150,062 fund deficiency. Bill C-86, which was tabled before Parliament in 
Western Capital Trust Company -.....:6.-.-.-:sc. 42,321 1985 and has subsequently received second reading, includes 
1,137,824 __ 200,974 authority to increase the premium rate from 1/30 of 1% to 1/10 of 
1% of the insured deposits. 
. Loans from consolidated revenue fund 12. Insured deposits 
With the approval of the Governor in Council, the Corporation Deposits insured by the Corporation, on the basis of returns 
can borrow up to $1.5 billion from the Consolidated Revenue received from member institutions as at April 30, 1985 and 1984, 
Fund. are as follows: 
. General provision for loss 1985 1984 
1985 1984 eet 
Oars 
(in thousands 
of dollars) Federall institutions eres. eee ees 160 149 
(restated) Provincialilnstitutionssesse 2s cer ccee ieee ee 14 13 
Balance, beginning ..........:sss:ssissssusesssssessersseee 676,569 650,000 pil dd ile? 
Provisionifonlossjiee..t.na-c crea eons eee ee 420,000 600,000 
1,096,569 1,250,000 : 
ae : aur ia ie é t 
Less identified losses on loans to member institu- i porpata ive figures ’ me 
CONS Seer rete re ttn een ee erent 177,733 573,431 Certain of the 1984 figures have been reclassified so as to con- 
Bulancetending eet arcs tea ces: 918,836 676,569 form with the presentation adopted for 1985. 
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SUMMARY PAGE 


CANADA DEVELOPMENT INVESTMENT CORPORATION 
MANDATE 


| To privatize its holdings while gaining a fair return for Canada in the process and, in the interim, to ensure that its 
subsidiaries are managed in a sound commercial manner. 


| BACKGROUND 


| CDIC was incorporated in 1982 to hold and manage enterprises and investments assigned to it by the federal 
| government, and to divest those enterprises and investments when commercially feasible. Investments currently 
owned by CDIC, or assigned to it for management include Canadair Limited, Eldorado Nuclear Limited, Teleglobe 
| Canada, Canada Development Corporation, Varity Corporation and Massey Combines Corporation. The de 
| Havilland Aircraft of Canada, Limited was sold on January 31, 1986 to Boeing Commercial Airplane Company and 
on August 18, 1986 the Minister of State for Privatization announced the signing of a Letter of Intent to sell 
_ Canadair Limited to Bombardier Inc. 


_ CORPORATION DATA 


| HEAD OFFICE 1 First Canadian Place 


Toronto, Ontario 
| MSX 1A4 
| STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Barbara McDougall, P.C., M.P. 
: Minister of State (Privatization) 
/ DATE AND MEANS By Canada Development Corporation under the Canada Business 
OF INCORPORATION Corporations Act. 
CHIEF EXECUTIVE Paul M. Marshall 
| OFFICER 
CHAIRMAN Bernard Lamarre 


| AUDITOR Peat, Marwick, Mitchell and Co. and the 
| Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends December 31. 


9 months to 
1985 1984 Dec. 31, 1983 
(as restated) 
At the end of the period 


BE Ota TEASS CUS eect iies weak isos bo nies'e cs 0 <0 eh RMN SS Secs tte miraated 642 679 5 

Obligations to the privatesector es. . ee PI ociscsccseyseccednsesansnes 144 1,261 1-170 

ODiSationsto- Canada acs c.nchat eee ee eens a cgee een a nil nil negl 

Bey Of Canada. oeccccssesnisesancievis-nsenes sadonnceaMeMRMQNe MeMMeRR Dc ocautsseesencdnteore ieee 485** (709) (1,042) 
Cash from Canada to subsidiaries in the period 

228 AVL LTC] 26 ih eR 2 A RI Cocctornre 500 550 300 

Se LOM DUC SC LAT I aca esr-anieancnnd or stress aOR ee nA ae rear nil nil nil 


*The obligations were largely those of a subsidiary, Canadair Financial Corporation Inc. However, legislation in 
June 1985 provided authority for the assumption by Canada of this Canadair debt. In that year $1,044 million of it 
was assumed and the $144 million principal balance was assumed in 1986; accrued interest of $40 million approx. 
was also assumed, for a total of $1.23 billion to Canada’s account. Canada discharged $874 million of these new 
liabilities in 1985-86, an amount separate from the Cash from Canada amounts shown above. 


**The 1985 assumption of debt by Canada was allocated to contributed surplus in CDIC’s accounts and was the 
main factor in reversing the Equity amounts recorded above. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION 


AUDITORS’ REPORT 


THE HONOURABLE SINCLAIR MCKNIGHT STEVENS, P.C., M.P. 
MINISTER RESPONSIBLE FOR 
CANADA DEVELOPMENT INVESTMENT CORPORATION 


We have examined the consolidated balance sheet of Canada 
Development Investment Corporation as at December 31, 1985 and 
the consolidated statements of income (loss) and accumulated deficit, 
contributed surplus and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the corporation as at December 31, 1985 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the corporation and of its 
wholly-owned subsidiaries that have come to our notice during our 
examination of the consolidated financial statements have, in all sig- 
nificant respects, been in accordance with Part XII of the Financial 
Administration Act and regulations, and the charters and by-laws of 
the corporation and its wholly-owned subsidiaries. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 


Peat, Marwick, Mitchell & Co. 
Chartered Accountants 


Toronto, Canada 
March 21, 1986 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1985 
(in thousands of dollars) 


ASSETS 1985 1984 


Current assets 
Cash and short-term investments ...........0......00c0cc00e00000000---- 3,588 9,863 
Durefromirelated pantics meee eset ee enen neta 160 710 


Othemreceivablesveiewen sk arr cen e en cette enna te 2,815 
6,563 10,573 
Investments aes eee so occ hee ess or eo eee ee 635,355 606,067 
Unamortized foreign exchange losses ...............c.ccccccecesececeees 61,514 
OTC eee eee ee res ete an ree 151 411 


642,069 678,565 


The accompanying notes are an integral part of these consolidated financial statements. 


Subsequent events (Note 11) 
Commitments and contingencies (Notes 4, 10 and 11) 


On behalf of the Board: 


PAUL M. MARSHALL 
Director 


D. McQ. SHAVER 
Director 


LIABILITIES AND SHAREHOLDER’S 
EQUITY (DEFICIENCY) 1985 


Current liabilities 


Accounts payable and accrued liabilities ............. 3,529 
Payableitorelated|panticsmecsm ene een 
Accruediinterestes eer eee 9,164 
Current portion of long-term debt ........................ 143,864 
156,557 
Long-term debt of Canadair Financial .................... 
SHAREHOLDER’S EQUITY (DEFICIENCY) 
Capital stock 
Authorized—Unlimited number of common 
shares 
Issued and fully paid—101 common shares......... 1 
Gontributedisurpluss snc eecee reat 3,351,848 
Accumulatedideficits av onoe ene sees eee eee (2,866,337) 
485,512 
642,069 


1984 


14,177 
74,551 
37595 
eh 4) 


139,902 
1,247,540 


1 
1,772,007 
(2,480,885) 
(708,877) 
678,565 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


CONSOLIDATED STATEMENT OF INCOME (LOSS) AND ACCUMULATED DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


Total Total 
de 
Canadair Havilland Eldorado CDIC 1985 1984 
‘Operatingiuncomel (loss) ewes ee tee 30,453 19,312 44,702 (3,531) 90,936 83,508 
Financial (expense) income...............:0ccc (1,375) 810 (73,126) (211,209) (284,900) (249,604) 
Unusuallexpensejitems ee ee (114,724) (4,350) (119,074) (44,492) 
Royalty and tax (expense) recovery............... (9,479) 176 (24,430) (33,733) (18,322) 
Provision for reduction in value of invest- 
INGN ES yee te erties deiner Mite ee fur (46,656) (46,656) 
19,599 (94,426) (57,204) (261,396) (393,427) (228,910) 
Extraordinanyitemsmerec en aere eee. 7,975 7,975 12,448 
Net income (loss) for the year ended 
Decembers le l98 Sse teste... 27,574 (94,426) (57,204) (261,396) (385,452) 
Net income (loss) for the year ended 
December 984i eee. eee iced 6,044 (40,377) 4,427 (186,556) (216,462) 
Accumulated deficit, beginning of year......... (2,480,885) (2,264,423) 
Accumulated deficit, end of year................... (2,866,337) (2,480,885) 


The accompanying notes are an integral part of these consolidated financial statements. 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS CONSOLIDATED STATEMENT OF CHANGES 


FOR THE YEAR ENDED DECEMBER 31, 1985 IN FINANCIAL POSITION 
(in thousands of dollars) FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 
1985 1984 
eso ps 1985 1984 
Balances beginning Offyeate atc. ce ssren cee peste teercts 1,772,007 1,222,007 
Assumption of long-term debt of Canadair Financial Source of funds 
bythe: Government on@anadarn ss eee. 1,079,841 Contributed surplus (Canadair Financial) ................. 1,379,841 310,000 
Contributed in cash by the Government of Canada to eee Mick, 
subsidiaries Uses of funds 
Canadair Fimancial ...............-.ssssosssssstenesenssseneceesee 300,000 310,000 Corporateioperationsharas eta renner ners 3,531 650 
deHavilland 3 Aree ae ee thee 200,000 240,000 Item not affecting cash—Depreciation .............cccc0000 (49) (130) 
Balancesendiof yeatie 4-7 tee ee... ene ee 3,351,848 1,772,007 Interest and financing expenses net of amortization 
Pe SMCsoer SMI: FIGs Stl we (2h ae EAS, Ofiforeignrexchan ge lOSScSie nesters eter eres 94,814 152,050 
The accompanying notes are an integral part of these consolidated financial Decrease (increase) in long-term debt ......--cc.cccec0.-- 1,116,893 (40,212) 
pratensents: Decrease in payable to related parties.....0.00.. 74,551 81,156 
Decrease in bank indebtedness. ...................:ccccesees 23,507 
Deemed contribution to Canadair Limited................. 98,453 
Decrease (increase) in accounts payable..................... 10,648 (5,148) 
Increase (decrease) in other items, net..................008 85,728 (1,754) 


1,386,116 308,572 


Increase (decrease) in cash and short-term invest- 


MENTS tee. ee eee So ee A Le cries, May (6,275) 1,428 
Cash and short-term investments, beginning of year..... 9,863 8,435 
Cash and short-term investments, end of year................ 3,588 9,863 


The accompanying notes are an integral part of these consolidated financial 
statements. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(All dollar amounts are stated in thousands) 


IK 


The corporation 


Canada Development Investment Corporation (“the corpora- 
tion”) was incorporated on May 26, 1982 under the provisions of 
the Canada Business Corporations Act and is wholly-owned by 
Her Majesty in right of Canada. The corporation is subject to the 
Financial Administration Act and the Government Companies 
Operation Act and is an agent of Her Majesty. 


Basis of presentation 


In a statement dated October 30, 1984, the Minister of the 
Government of Canada responsible for the corporation announced 
the intention of the Government to cause the corporation to dis- 
pose of its investments in Massey-Ferguson Limited (“Massey- 
Ferguson”), Canadair Limited (“Canadair”), The de Havilland 
Aircraft of Canada, Limited (“de Havilland”) and Eldorado 
Nuclear Limited (“Eldorado”) in an orderly fashion. The Board 
of Directors of the corporation is developing an approach to the 
divestiture of these investments which would meet the require- 
ments of the Government; however, no formal plan to dispose of 
the investments has been approved by the Government except for 
the disposal of the corporation’s investment in de Havilland (see 
Note 11). Any divestiture plan or proposal will require formal 
approval by the Government pursuant to the requirements of the 
Financial Administration Act. 

As no formal plans of divestiture have been presented for 
approval with respect to Canadair and Eldorado, the corporation 
believes that it is appropriate to continue to carry the investments 
in Canadair and Eldorado on the equity basis of accounting. 
Eventual disposal prices for these subsidiaries may be more or less 
than these carrying values. 


. Significant accounting policies 


(a) Basis of consolidation 


The financial statements of Canadair Financial Corporation 
Inc. (‘Canadair Financial’) have been consolidated with 
those of the corporation. 


(b) Investments in non-consolidated subsidiaries 


Investments in subsidiaries originally acquired with the 
objective of their eventual disposition or privatization are 
accounted for on the equity basis, unless there is a formal 
plan, approved by the Government of Canada, to dispose of 
the investment, in which case the investment is carried at the 
lower of the equity basis carrying value and net realizable 
value. A consolidation of the corporation’s financial state- 
ments and these subsidiaries has not been prepared as the 
corporation believes that the equity method provides a more 
informative presentation to the shareholder. The consolidated 
financial statements of each non-consolidated subsidiary are 
attached. 


(c) Portfolio investment 


The corporation’s portfolio investment is accounted for on the 
cost basis, unless there has been a measurable impairment in 
value which is other than temporary, in which case the 
investment is written down to recognize the loss. 


(d) Foreign currency translation 


Foreign currency assets and liabilities are translated into 
Canadian dollars in accordance with the temporal method. 
Under that method, monetary assets and liabilities are trans- 
lated at the year-end rate, non-monetary assets and liabilities 
are translated at rates in effect on the dates of the transac- 
tions. 


4. Investments 


The carrying value of the corporation’s investments is as 
follows: 


Contri- 

Carrying butions Provision Carrying 
Value from the for Value 
Decem- Govern- Equityin Reduc- Decem- 
ber ment of Income tion ber 


31,1984 Canada (Loss) in Value 31, 1985 


Non- 
Consolidated 
Subsidiaries 
Canadaineee 196,428 27,574 224,002 
de Havilland... 21,082 200,000 (94,426) (46,656) 80,000 
Eldoradomees 262,208 (57,204) 205,004 
479,718 200,000 (124,056) (46,656) 509,006 
Portfolio 
Investment 
Series D 
Preferred 
Shares of 
Massey- 
Ferguson ..... 126,349 126,349 
606,067 635,355 


(a) As discussed in Note 11, the corporation disposed of its 
investment in de Havilland on January 31, 1986. Accord- 
ingly, the carrying value of the corporation’s investment in de 
Havilland has been written down to its estimated net realiz- 
able value. 


(b) The corporation believes that there is a possibility that the 
cost of its investment in Massey-Ferguson, as reflected in 
these financial statements, significantly exceeds the value of 
that investment; however, the specific value of this portfolio 
investment is not reasonably estimable at this time. Massey- 
Ferguson has announced an intention to reorganize itself and 
the corporation has signed a letter of intent to agree to this 
reorganization. At this time, Massey-Ferguson has not com- 
pleted negotiations with the various parties concerned and 
major issues are still to be settled. 


(c) As at December 31, 1985 the Government of Canada pro- 
vides authorities and guarantees for the borrowings of Cana- 
dair, de Havilland and Eldorado as follows: 


Utilization 
as at 
Maximum Maximum December 


Authorities Guarantees 31, 1985 
@anadairteeee a eee 
de Havillandijes. see 450,000 7,669 
Eldoradoveseen eect ce 600,000 561,775 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1985—Continued 


5. Long-term debt of Canadair Financial 


1985 1984 


Term loan due August 22, 1985 with interest at 
O54 7or (UL SaskOrmilliOn) erence rea tetea renee 
Term bank loan due May 7, 1986 with interest at 
LIBOR plus 2% (U.S. $187.5 million).............. 
Term bank loan due December 1, 1986 with 
interest at LIBOR plus %% (U.S. $75 million). 
Term notes due March 15, 1987 with interest at 
15%%, callable after March 15, 1985 at 101% 
of principal amount; 100%% after March 15, 
L9OS6r(WESSS1SOlmillion) ee 
Notes due June 1, 1987 with interest at 167%%% 
(CORSSSSOumillion) 2 eee eee on ees 
Term bank loan due November 11, 1988 with 
interest at LIBOR plus %% or U.S. prime rate 
revolving to November I1, 1986 with pay- 
ments equal to 25% of the outstanding balance 
commencing from May 11, 1987 and continu- 
ing semi-annually until maturity (U.S. $85 
ITD LYON) eee ee a Ga chetee snc. cee 
Syndicated term loan due March 6, 1989 with 
interest at LIBOR plus 3/g% or U.S. prime rate 
to March 12, 1985 and LIBOR plus 4% or 
U.S. prime rate plus 4% thereafter, revolving 
to March 6, 1987, with payments equal to 25% 
of the outstanding balance commencing from 
September 6, 1987 and continuing semi-annu- 
ally until maturity (U.S. $75 million) ................ 
Notes due November 15, 1989 with interest at 
122% callable at a maximum of 105% of prin- 
cipal amount (U.S. $175 million) ........0.0.000.00.... 
Term loans due March 22, 1992 with interest at 
prime rate less 4%, revolving until March 22, 
1987, with payments equal to 5% of the out- 
standing balance commencing from March 22, 
1988 and continuing semi-annually with the 
balance repayable at maturity ......0.....c 
Term loan due March 22, 1992 with interest at 
prime rate less %4%, with payments equal to $5 
million commencing from March 22, 1988 and 
continuing semi-annually with the balance 
Fepayabieat maturity ae see en eee 
Discounted note due April 26, 1992 with interest 
at 842% with annual installments of U.S. $6 
million commencing April 26, 1988 (U.S. $30 
INI Li ON) Peeeene ete Oe eek ne oP cse ecg: 
Less unamortized discount on issuance of long- 
TERE hate ate an ences OREN a 


13,217 
247,819 


99,128 


198,255 


69,915 66,085 


112,345 


99,128 


231,298 


32,000 63,216 


100,000 


41,949 39,650 


(9,384) 
1,260,757 

(13,217) 
1,247,540 


143,864 
(143,864) 


The Government of Canada has the authority to guarantee cer- 
tain financial arrangements of Canadair Financial with financial 
institutions to a maximum $1,350,000. In March 1985, the Gov- 
ernment of Canada contributed $300,000 (1984—$310,000) to 
the equity account of Canadair Financial. 

In June 1985, the Government of Canada indicated its intention 
to assume the long-term debt of Canadair Financial. Accordingly, 
between June 25, 1985 and December 31, 1985, with the concur- 
rence of the relative lenders (where practicable), the Government 
of Canada assumed certain of the debt amounting to $1,079,841. 
The assumption of this debt, which includes accrued unpaid inter- 
est of $35,578 thereon, has been accounted for as contributed sur- 
plus. The balance of the debt at December 31, 1985 of $143,864 is 
reflected as a current liability (see Note 11). 

In addition, all deferred charges associated with the long-term 
debt, consisting mainly of unamortized foreign exchange vari- 
ances, have been expensed during the year. 


6. 


10. 


Interest and other financing expenses—Canadair Financial 


1985 1984 


Interest on long-term debt (including amortization of 

CISCOUNL) Oriel oes dec ere mE eer eaten noe 
Interest(on otherdebtc tn aes er ee 
Foreigniexchange.\:..20. Aine ee Be eee 


102,949 146,641 
PRs) PRT/I 6) 
105,885 36,552 


211,209 185,906 


. Operating income (loss)—CDIC 


1985 1984 
Service fees from subsidiaries .............c:..c:ccceecccseseeeeeeee 3,084 5,862 
Interest earned on short-term investments ................... 418 694 
3,502 6,556 
Corporate expenSes ?.cvege rs rere ter eee eee ere 7,033 7,206 
(3,531) (650) 
. Directors’ and officers’ remuneration 
Salaries 
Directors’ and 
Fees Benefits Other Total 
Remuneration of 
Directors 
Number of Direc- 
tors—15 
Incurred by the cor- 
poratione ce 147 147 
Remuneration of Offi- 
cers() 
Incurred by the cor- 
POrAtionveese ee 832 113 945 
147 832 113 1,092 
(8)There were six persons who served as officers during 


the year. There were five officers at year end. 


. Income tax 


As at December 31, 1985 Canadair Financial has tax losses of 
$412,000 available to reduce taxable income expiring as follows: 


LIC Sy le oh el aves nant er SCRA k Fy OPPOSE PREP, Sere Pia Pe A 64,000 
VO O ee estes eae cease tat tagectee ceric sare arena apesee ee aes ccs 256,000 
DOO ea ee trsce s osate cap aeasac ign Ser eek foe rs ees eats ceca rey -eanasy erases ana 92,000 

412,000 


The potential future tax reductions relating to these losses car- 
ried forward have not been recorded in these financial statements. 
They will be recorded, when realized, as an extraordinary item. 


Lease commitments 


Lease commitments under operating leases for office premises 
with terms of more than one year total $556. The aggregate 
annual minimum lease payments under these arrangements is as 
follows: 


TY Es, sya unceteeeaitercan scene par nein Aa mon OR ERE enc Oee: 424 
HT) 30 [i sates een eee ROR CET rene ty ee ET PEEP ERT rrrerceee ee 132 
556 


50 PUBLIC ACCOUNTS, 1985-86 


CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1985—Concluded 


11. Subsequent events 


(a) Disposal of de Havilland 


On January 31, 1986 the corporation sold its investment in 
de Havilland to The Boeing Company (“Boeing’’). The con- 
sideration for the sale was $155,000 of which $90,000 was 
received in cash on closing. $65,000 of the purchase price is 
payable in installments, without interest, over a fifteen year 
period. These installments shall be reduced by an amount | 
equal to 20% of the Canadian content of any incremental | 
work packages placed by Boeing at de Havilland’s Downs- 
view facilities or any other Boeing facility in Canada. 


The corporation and the Government of Canada have agreed 
to indemnify Boeing and de Havilland for certain contingent 
liabilities and other expenditures which may be incurred by 
Boeing and de Havilland over a maximum of six years after 
closing. 

These contingent liabilities include the following: 


(i) A portion of de Havilland’s product liability insurance 
premiums; 


(ii) Certain suppliers’ claims which may be asserted against 
de Havilland for production slow-down or termination, 
and potential claims against de Havilland pursuant to 
product financing agreements up to a maximum of 
$60,000. 


As indicated in Note 4, the net realizable value of the corpo- 
ration’s investment in de Havilland is presently estimated to 
be $80,000. 


This estimate is based upon the following considerations: 


e The discounting of the $65,000 portion of the purchase 
consideration represented by non-interest bearing install- 
ments due over fifteen years. 


e An estimate of the amounts which the corporation 
believes are likely to be paid to Boeing and/or de Havil- 
land pursuant to the indemnities contained in the agree- 
ment of purchase and sale. These estimates have been 
made by the corporation based on information currently 
available and involve the forecasting of certain future 
events and conditions. These forecasts are likely to be dif- 
ferent than actual events and conditions; accordingly, 
refinements of these estimates may be necessary in future 
fiscal periods. In addition, reasonable estimates of the 
effects of certain of these future events and conditions 
cannot be made at this time; therefore, no provision for 
the related indemnity liability has been reflected in this 
estimate of net realizable value. Such amounts will be 
recognized as appropriate in future fiscal periods when 
reasonable estimates can be made as to the likely amount, 
if any, which will ultimately be paid pursuant to the 
indemnities. 


(b) Long-term debt of Canadair Financial 


The Government of Canada assumed the balance of the out- 
standing debt of Canadair Financial of $143,864, plus 
accrued interest, during February 1986. 
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APPENDIX 1 
| CANADAIR LIMITED 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
CANADAIR LIMITED 


We have examined the consolidated balance sheet of Canadair Lim- 
}ited as at December 31, 1985 and the consolidated statements of 
}income, retained earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 
The financial statements of the preceding year were examined by other 
chartered accountants. 


In our opinion, these consolidated financial statements present fairly 
| the financial position of the Corporation as at December 31, 1985 and 
| the results of its operations and the changes in its financial position for 
| the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions that have 
‘come to our notice in the course of our examination of these con- 
‘solidated financial statements have been in all significant respects in 
accordance with Part XII of the Financial Administration Act and 
‘regulations and the charter and by-laws of the Corporation. 


Ernst & Whinney 


Montreal, Canada 
March 21, 1986 


| CONSOLIDATED BALANCE SHEET 
_AS AT DECEMBER 31, 1985 
| (in thousands of dollars) 


| Current assets 


Cashrandicertificates‘of depositiees ctr aoe 74,287 5,331 
Menmidepositsy(INOtes3)) tecemcsaeeseee waco «ter necro ae 117,983 38,921 
Accounts, receivables Sate ec see eae Alec ee 45,251 34,736 
Receiva Dieirommatttliates. sis eee teen tu eras acer 74,405 


Contracts and programs in process and inventories 
less advances and progress billings (Note 4) .............. 186,749 257,776 
IPEEPAIGIEXPENSES St. Sata. Pee BOR or we Seen ISO 19Ge 381 


| Property, plant and equipment (Note 5) ...........cceeee 
Less accumulated depreciation sor si.c..ctitsevcncst- tienen 74,773 68,573 


Contingencies (Note 12) 
Approved on behalf of the Board: 


PIERRE DESMARAIS 
Director 


/'GORDON H. COUPERTHWAITE 
Director 


| ASSETS 1985 1984 


426,189 412,550 
126,735 123,288 


196205457 5S 


478,151 467,265 


CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


51 
LIABILITIES 1985 1984 
Current liabilities 
Accounts payable and accrued liabilities... 0... 70,062 87,641 
Customer advances, contract and program related 
ACCHUALS en UAE Nba ee Ree SEP ats ey eT Ey So 169,179 166,981 
Current portion of long-term debt..............cccceees ott MIR) 
241,018 256,411 
ong-termidebti (Note 6) ee eee ees 13,131 14,426 


SHAREHOLDERS’ EQUITY 


Capital stock (Note 7) 179,031 179,031 
Retainediearnin gs: emer seer ere one ere eee ren ee 44,971 17,397 


224,002 196,428 


478,151 467,265 
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CONSOLIDATED STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 


438,010 376,443 
13,065 


451,075 376,443 


Cost and expenses 
CoOstiof sales; cree muscu tucson cova tice tene onan rane: 
Researchiandidevelopmentis. cee car eete terete 20,425 10,821 
Selling, general and administrative ..........0.. ccc 48,990 
Interestionlong-termideDttevae eet eres eee eee 1,375 1,504 


421,997 370,324 


346,486 309,009 


Income before income taxes and extraordinary item............ 29,078 6,119 
INCOME AXES tye eessce ete Ans ose tae eee nutes 9,479 1,523 


Income before extraordinary item ie.ccce.ceteeecse-ctecsesectsstereesers 19,599 4,596 
Extraordinary item 
Reduction of income taxes arising from the utilization 
of prior years’ unclaimed tax deductions .................:00.. 7,975 1,448 


Netiincome:t tiie te Siesta. eee ee es ae 27,574 6,044 


CONSOLIDATED STATEMENT OF 
RETAINED EARNINGS 

YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 


Retained earnings (deficit) at beginning of year ................. 17,397 (87,100) 


Deemed contributed!surplussee.. cece. -ceeee a ete notes 98,453 
Income for theipeniod 2m. ce ete tee. ce acer enone 27,574 6,044 
Retained earningsiat end(of year. ac... cc ctecere ete 44,971 17,397 
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CONSOLIDATED STATEMENT OF CHANGES | 
IN FINANCIAL POSITION | 
YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Operating activities 
From operations 
Income before extraordinary item .............:.0:00000 19,599 4,596 
Non-cash item 
Depreciation Jeu. vere errr er eee 6,410 5,374 
Total from operations before extraordinary item....... 26,009 9,970 
Extraordinaryiitem)sist.te.er ees ee een 7,975 1,448 
Total‘from' operations’... ee ee 33,984 11,418 
Decrease in accounts receivable from affiliate ........... 74,405 80,595 
Decrease (increase) in inventories, contracts and 
programs in process—Net............ccccccccccsscseseseseeeees 71,027 (1,777) 
Total sources from operating activities .................00. 179,416 90,236 
Increasejinitermideposits see ee ere eee ne 79,062 38,921 
Increase (decrease) in accounts receivable and pre- 
Paid! EXPENnseS cn, ten ee eR eae TRO eens 11,053 (1,489) 


Decrease in current liabilities’... cc. eseecaee 15,381 144,848 
Total use from operating activities 0.0.0.0... 105,496 182,280 
Net from operating activities 0.0.0.0... 73,920 (92,044) 
Financing activities 
Decreaseinilong-termidebimws eee (1,307) (1,025) 
Deemed contributed surplus from affiliate ................. 98,453 
Issue;of shares. 2 0. ie eee ee ea ee Re 155,001 
Loan:to-affiliate cee cues eer eee ee (155,000) 
INetiofifinancingactivitiesnm esc. re (1,307) 97,429 
Investing activities 
Additions toequipmentnct wees en neat (3,657) (5,169) 
Increase in cash and certificates of deposit................. 68,956 216 


Cashvat beginningiofiveatses ce ee ee 5,331 5,115 
Cash and certificates of deposit at end of year .............. 74,287 5,331 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1985 


1. Summary of significant accounting policies 
Basis of presentation and consolidation 


The consolidated balance sheet and consolidated statements of 
income and retained earnings and changes in financial position 
include the assets and liabilities, results of operations and changes 
in financial position of the Company’s wholly-owned subsidiaries, 
Canadair Services Limited, Canadair Challenger Inc. and Chal- 
lenger Aviation Service GmbH. Certain 1984 numbers have been 
reclassified to conform with the presentation adopted for 1985. 


Accounting for long-term contracts and programs 


In accordance with industry practice, work in process under 
long-term government contracts and commercial contracts and 
programs is classified as a current asset on the balance sheet even 
though a portion is not expected to be realized within one year. 

Government contracts are accounted for primarily using the: 
percentage-of-completion method whereby sales are recorded as. 
costs are incurred or as units are delivered and include that pro- 
portion of estimated earnings at contract completion that costs’ 
incurred to date bear to estimated costs at contract completion. 
Work in process includes direct costs incurred, factory overhead, 
general and administrative expenses, plus estimated earnings on/| 
such costs, less advances and progress billings. Earnings are 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1985—Continued 


included in income only when sufficient production has been 
accomplished to permit estimation of total contract earnings with 
a minimum of risk. At such time, earnings are recorded based on 
the work completed to date. Estimated losses are charged to 
income as soon as they are identified. 

Commercial contracts and programs are accounted for 
primarily under the program method of accounting and are stated 
at actual production costs incurred, including factory overhead, 
and, except for the Challenger program (Note 2), development, 
tooling and general and administrative expenses, less advances 
and progress billings. Sales and earnings are recognized as units 
are delivered. The cost of delivered units is calculated at the 
actual selling price less the gross margin, which is estimated for 
the program using a conservative program quantity for accounting 
purposes. Program assessments are performed periodically to 
determine the estimated gross margin percentage. Should a nega- 
tive gross margin be forecast, the work in process is written down 
in the period to estimated net realizable value. 

Estimated earnings or losses on government contracts and com- 
mercial contracts and programs are determined from projected 
revenues and manufacturing costs taking into account factors 
such as expected sales, price levels, production costs and other 
variables which may be beyond the Company’s control. Because 
these factors cannot be measured with precision, the estimates are 
subject to periodic revisions. Contract earnings and _ losses 
recorded in the current year include the cumulative effect of revi- 
sions to prior years’ estimates. Changes to estimated program 
earnings are accounted for prospectively. 

Title to work performed under certain contracts in process and 
to related inventories is vested in the customer in accordance with 
contract provisions. 


Inventories 


Inventories of commercial products, materials and spare parts 
are stated at the lower of average cost or estimated net realizable 
value. 


Research and development costs 


Research and development costs recoverable pursuant to con- 
tracts are included in work in process. Product development costs 
directly related to company-sponsored production programs and 
all company funded research and development programs are cur- 
rently charged to income. 


Foreign currency translation 


Foreign currency assets and liabilities, including those of for- 
eign subsidiaries Canadair Challenger Inc. and Challenger Avia- 
tion Service GmbH, are translated into Canadian dollars in 
accordance with the temporal method. Under that method, mone- 
tary assets and liabilities are translated at the year-end rate and 
non-monetary assets, liabilities, revenue and expenses are trans- 
lated at the effective rate at the time of the transaction. 


Property, plant and equipment 


Buildings, machinery and equipment are stated at cost. Land is 
stated at the 1974 appraised value net of disposals. 

Depreciation is provided principally on a declining balance 
basis. The depreciation rates for buildings vary from 4% to 10% 
and the rates for machinery and equipment vary from 20% to 
30%. The depreciation of certain machinery is based on usage 
over the estimated life of the machinery. Leased equipment is 
depreciated principally on a straight-line basis over three years. 


Pension costs 


Current service costs under Company pension plans are charged 
to costs incurred as they accrue and are funded as necessary fol- 
lowing the most recent actuarial review of the plans. Past service 
costs are charged to costs incurred over varying periods as they 
are funded. 


. Challenger program 


The Company currently follows the program method of 
accounting for the Challenger 601 program based on the program 
accounting quantity of 66 aircraft, the number to be produced 
before the introduction of the Challenger 601-3A model early in 
1987. Pursuant to a program assessment made as of December 
1982, all Challenger non-recurring program costs were written off 
and, accordingly, the current inventoried costs do not include any 
amounts of development, tooling and excess early learning or 
other deferred costs. No gross margin was recorded prior to 
March 30, 1984, at which time the Company underwent a finan- 
cial restructuring. Subsequent to that date, gross margin has been 
recorded based on conservative estimates of program revenues and 
costs. Changes to such estimates affecting program gross margin 
recorded in a prior period are accounted for prospectively. 

All Challenger 601 product improvement, product support, 
marketing and general and administrative costs are expensed as 
incurred. Aircraft in finished goods inventory are valued at the 
lower of estimated cost or net realizable value. Commitments to 
suppliers for production material for the Challenger 601 and the 
Challenger 601-3A aggregated $240 million at December 31, 
1985. 

At December 31, 1985, 44 Challenger 601 aircraft had been 
delivered and the Company had firm orders for 11 aircraft. 


. Term deposits 


Term deposits comprise advance payments from customers and 
include $86.7 million of advance payments received from a cus- 
tomer, and assigned by the Company to a financial institution as 
security for an advance payment guarantee provided to the cus- 
tomer by the financial institution as required under the contract. 
The deposits with interest will be released to the Company as out- 
fitted aircraft are delivered to the customer commencing in early 
1986. 


. Contracts and programs in process and inventories 


Contracts and programs in process and inventories at December 
31 consisted of: 


1985 1984 


(in thousands 
of dollars) 


Challenger program 
imishedsgoodstecces terre setts te erect a ecrcaecn bec 11,662 62,344 
Work in process, materials, supplies and spares less 


advances of $72.2 million (1984—$9.6 million)... 139,686 153,427 


151,348 215,771 


Other programs, contracts and products 
Finished poodstia-see:.. tyre ate ee ee pee ee ncn rs B28 Si wis oe 
Work in process, materials, supplies and spares less 
advances and progress billings of $81.7 million 
(i984 S42 Semi lion) ieee eee eee ees oes, S2,NI3aes2.28 
35,401 42,005 


186,749 257,776 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1985—Continued 


5. Property, plant and equipment 


Property, plant and equipment at December 31 consisted of: 


1985 1984 
Accu- 
mulated 
deprecia- Net book Net book 
Assets tion value value 
(in thousands of dollars) 
Buildingst-seaees.- 45,429 21,990 23,439 24,376 
Machinery and equip- 
ment 
Owned tater crncrae 61,922 46,683 15,239 15,764 
Capital leases............. 7,374 6,100 1,274 2,507 
114,725 74,773 39,952 42,647 
Land, at 1974 
appraised value, net 
OfidisposalS ac. -e- a2: 12,010 12,010 12,068 
126,735 74,773 51,962 54,715 
. Long-term debt 
Long-term debt at December 31 consisted of: 
1985 1984 
(in thousands 
of dollars) 
Mortgage loan due January 1, 1994, with interest at 

7%% to January 1, 1989 and 7%% thereafter (U.S. 

S6amillion) es. mete. ONO? belowenne set 8,390 7,930 
Defence Industry Productivity Program funding......... sli) 15733 
Obligations under capital leases expiring through 

1989 with interest varying from 912% to 142%........ 5,403 6,552 
Motaitlone-tennndeO tga screenees eens 14,908 16,215 
Less: principal included in current liabilities................ (1,777) (1,789) 

TAB 14,426 
Estimated repayments in future years are as follows: 
Other 
Capital long- 


leases term debt 
(in thousands 


of dollars) 

TX oe Sana aneenn VM fe Om RY 8 colada Merah san ny Skil 2,383 278 
OS Tee fee eae te te oar ee SARS eI RoR SEN aR 2,050 Le? 
1988. 258 BA AOR IE CRE BROAN AY I VE Eh. Oe 1,787 He) ty 
| HE eaeaac eri eenk oh ORO dca a Ne aA cba sar pu aanenh ee SURGE 328 1,330 
[US ASTOR 0 Sr RR RR ea Ie Oi sh nh eat onc an at elias acy sere Cea 1,258 
SIDSeqentiycarss cere ween er oe me a weer ree res 4,405 

6,548 9,505 
INTEKESUONCAaDILA INCAS CS mere a minenan aren ee arent tee renner (1,145) 

5,403 9,505 


. Capital stock 


The authorized capital stock of the Company consists of an 
unlimited number of common shares and an unlimited number of 
non-voting, redeemable, preferred shares with a non-cumulative 
dividend entitlement of 8% of their paid-up value. 

The Company’s capital stock consists of 10 million common 
shares issued for $1 thousand, 155,000 preferred shares issued for 
$155 million and 24,030 preferred shares issued in consideration 
for the net assets transferred to the Company on March 30, 1984, 
the date of the Company’s financial restructuring. 


8. 


le 


Sales by class of business 


Substantially all of the Company’s operations are in the aero- 
space industry. Sales were distributed as follows: 


1985 1984 
(in thousands 
of dollars) 
AIC Chalten eee err ene ere. vere ae 417,526 354,768 
Surveillanceisystems: ere ee eee 20,058 17,375 
Other Ae RAG A ee | 8, Se 426 4,300 


438,010 376,443 


The Company had export sales in 1985 of $241.0 million 
(1984—$313.5 million). 


. Related party transactions 


The Company is a wholly-owned subsidiary of Canada 
Development Investment Corporation, a Crown corporation. 

Sales to the Government amounted to $164.8 million in 1985 
(1984—$47.6 million). Amounts due from and owing to the Gov- 
ernment at December 31, 1985, were $3.7 million and $2.1 mil- 
lion, respectively (1984—$4.4 million and $2.9 million, respec- 
tively). Related party sales during the year were made on the 
same terms and conditions as similar sales to unrelated parties. 
Progress payments against the CL-215 aircraft ordered by the 
Government of Canada in 1983 amounted to $37.1 million in 
1985. 

A management fee of $1.7 million was paid to Canada 
Development Investment Corporation in 1985 (1984—$3.2 mil- 
lion). 


. Income taxes 


As at December 31, 1985, the tax values of depreciable assets 
exceeded corresponding net. book values by approximately $90 
million. The Company has unclaimed expenses of $12 million 
deductible in determining the taxable income of future years. The 
potential future tax benefits from these items have not been recog- 
nized in the financial statements. In addition, the Company has 
unutilized investment tax credits of $4.8 million available to 
reduce the income taxes of future years through 1992. 


Lease commitments 


Future lease commitments under operating leases with terms of 
more than one year are as follows: 


(in thousands 


of dollars) 
LE eh eRe ee Kare rote cece reacts Lone Wee eONe ale He ead epee fe abt 2,076 
To 7 Pen Reece ers Sect cnet ons ae cc mae CPE AECEERTE han en mutrcas, 793 
LOB 8ives cosmic ne ener en Mace acl creche aie 308 
TOS ee aa pa a ea a sense a a eae Se eran epee AS 178 
1 retire nicer Meera nn preorder eee sts ee ore are oY § 107 
Subsequentayearsvarir es sere cet seins. ae eee ee 2,198 
5,660 
. Contingencies 
Litigation 


On May 30, 1983, the Company filed suit in the Province ol 
Quebec against Avco Corporation of Greenwich, Connecticut. 
U.S.A. for damages in the amount of $109.6 million. The Com: 
pany’s suit alleges a failure by Avco to fulfill contract obligations 
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involving the development, manufacturing and delivery of engines 
for the Challenger 600 aircraft. On August 3, 1983, Avco filed 
suit against the Company in the State of Connecticut claiming 
U.S. $100 million on the basis of the Company’s alleged unilateral 
termination of the Challenger 600 engine contract, non-payment 
of monies owed and damages to Avco’s reputation. In addition, 
Avco claimed unspecified punitive damages. On December 21, 
1983, the Company amended its action against Avco, increasing 
the damages claimed to $480 million. 

In June 1985, a U.S. antitrust action was filed against nine 
aerospace companies, including Canadair Challenger Inc., a sub- 
sidiary of the Company, by certain American private plaintiffs. 
The action seeks treble damages of U.S. $52.5 million, alleging 
price fixing, production rate and other conspiracies, and combina- 
tions among general aviation manufacturers and sellers causing 
them damages. The Company considers the action to be without 
merit and is defending the suit. 

The Company is a defendant in other legal proceedings which 
management believes are either without merit, covered by insur- 
ance, or are adequately provided for in the financial statements. 

Management believes that recorded provisions for such pro- 
ceedings where those have been considered necessary are adequate 
and the resolution of these items will not have a material adverse 
effect on the financial position of the Company. 


Conditional repurchase agreement 


In certain specified circumstances or on the happening of cer- 
tain specified events, owners of a total of eight Challenger aircraft 
have the right to require the Company to repurchase their air- 
craft. Management considers it to be unlikely that the specified 
circumstances or specified events will materialize. 


Provisions for claims 


Reductions in 1982 and 1983 in the production rate of the 
Challenger program resulted in reduced requirements for parts 
and materials. Suppliers of some of those parts and materials have 
submitted claims for recovery of increased costs attributable to 
reduced rates of production and delivery. The Company has made 
provision for all such claims; however, because of the complexity 
of negotiations and the many variables involved, the Company’s 
liability with respect to such suppliers’ claims cannot yet be quan- 
tified with precision. The ultimate settlement with the suppliers 
could be greater or less than the amount provided, and accord- 
ingly, adjustments to the provisions may be required. 

The Company has accrued for all other known liabilities, using 
estimates where applicable. 


Repayment of government assistance 


The Company is contingently liable to repay $39.2 million of 
government assistance (1984—$40.3 million), based on revenues 
or profits from future sales. All repayments will be charged to 
cost of sales in the year the revenues or profits are recorded. 


13. 


14. 


Government assistance 


In 1985, assistance from the Government of Canada under 
established Government programs to finance production pro- 
grams, development programs and equipment acquisitions 
amounted to $6.2 million (1984—$4.0 million). The amount of 
the assistance has been accounted for as follows: 


1985 1984 
(in thousands 
of dollars) 
Production Programs 
Credited to program cost or to Sales.............ccccceccseseeeeeeee 2,007 3,964 
Development Programs 
GCredited'to-sales ne scrt ccs ee 3,883 
Equipment Acquisitions 
Reduction in equipment Costs ............ccccccccseseesseeseeeseveeees 298 


6,188 3,964 


Repayment of government assistance under certain contracts is 
included in long-term debt (Note 6); other assistance is contin- 
gently repayable from future program sales (Note 12). 


Remuneration of sales and technical representatives 


During the year, remuneration and expenses paid to the follow- 
ing sales and technical representatives in connection with foreign 
sales, including payments made for operational services, aggre- 
gated $0.7 million (1984—$1.9 million): 

Avionic, Greece; Compagnia Importazioni Exportazioni Rap- 
presentage, Italy; Dismatica Industrial CA, Venezuela; Djaneast, 
Yugoslavia; Estudios Technologicos S.L., Spain; Hing Lung 
Hong, China; S. Kittivat R.O.P., Thailand. 


. Directors’ and officers’ remuneration 


Remuneration paid by the Company during 1985 to the direc- 
tors and to the officers was as follows: 


Salaries 
Directors and 
Fees Benefits Total 


(in thousands of dollars) 


Remuneration of 20 present and 


formencinectOrss.-. eee 113.8 113.8 
Remuneration of 14 officers............ 1,810.5 1,810.5 
113.8 1,810.5 1,924.3 


During 1985, the President was paid by Canada Development 
Investment Corporation and received no remuneration from the 
Company. 

The salaried employees of the Company may contribute, on an 
optional basis, to the Employees’ Savings & Investment Plan. The 
Company also contributes to the Plan a certain percentage of the 
employees’ contributions, which amounts become vested after a 
period of three years. Amounts contributed by the Company dur- 
ing the year for the fourteen officers aggregated $96,929. 


. Pension plans 


The Company’s pension plans cover most employees. Pension 
costs incurred in 1985 and 1984 including the funding of liabili- 
ties resulting from the most recent plan amendments and 
actuarial reviews, did not exceed the accumulated surpluses of the 
plans; consequently, no contribution was required by the Com- 
pany in 1985 and 1984. The latest actuarial valuation was as of 
December 31, 1984. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 
APPENDIX 2 

THE DE HAVILLAND AIRCRAFT OF CANADA, LIMITED 

AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
THE DE HAVILLAND AIRCRAFT OF CANADA, LIMITED 


We have examined the consolidated balance sheet of The de Havil- 
land Aircraft of Canada, Limited as of December 31, 1985, and the 
consolidated statements of loss and deficit and changes in financial 
position for the year then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, the accompanying consolidated financial statements 
present fairly the financial position of The de Havilland Aircraft of 
Canada, Limited as of December 31, 1985, and the results of its opera- 
tions and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Com- 
pany which have come to our notice were in accordance with the 
Financial Administration Act, the regulations, the charter, and the by- 
laws of the Company and any directive given to the Company. 


Arthur Andersen & Co. 
Chartered Accountants 
Toronto, Canada 
February 10, 1986 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1985 
(in thousands of dollars) 


ASSETS 1985 1984 LIABILITIES 1985 1984 
Note 20 Note 20 
Current assets Current liabilities 
Cash and short-term deposits (Note 4) .............0ccccseees 39,329 21,150 Bank indebtednessiiwx>.. aa eeectts. ree 979 430 
miccounts receivable l(INOte.D) neue cece rea enercnee neice 25,878 15,175 Accounts payable a:..ac0 8 ...seaet tet ty eee 51,062 26,053 
INotesireceiva bl eacemeen cerca me ann cn tanita sececir re 237 Accrued charges and provisions..................0:0000- 109,191 108,629 
Inventories\(NOtetO) rn tat cote rence wroseetiaroe 237,020 144,990 Deposits'on’sales contractSe ss eee 39,528 15,981 
Prepaidiexpenses fortes cs.c.x.csesesscert oon hamden eve 1,079 220 200,760 151,093 
303,306 181,772 ong-termidebt (Note 8) ees ee 18,379 54,333 
Property, plant and equipment (Note 7) .............:cccceneeee 42,506 44,758 Deferredsincome taxes cre sees cee eres 17 229 
219,156 205,448 


SHAREHOLDERS’ EQUITY 
Share capital (Note 9) 
Authorized (unlimited number) 
Class A shares without par value 
Class B common shares without par value 


Issued 
32,000 Class A shares and 10,000 Class B 
COMMON Shares: ..e ee eee eee eee 306 306 
Contributed surplus (Note 10)..............::cceceeseeeee 700,000 $00,000 
Defici tears cis eee ici he areirae teeny eed Ges (573,650) (479,224) 
126,656 21,082 
345,812 226,530 345,812 226,530 


so rei cle Pt We oe he eg i oe eS eee ee 
Contingencies (Notes 1(a) and 16) 
The accompanying notes to the consolidated financial statements are an integral part of this consolidated balance sheet. 


Approved by the Board: 


W.B. BOGGS 
Director 


G. B. SAMPSON 
Director 
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APPENDIX 2—Continued 


THE DE HAVILLAND AIRCRAFT OF CANADA, LIMITED—Continued 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985 
(All dollar amounts other than share data are stated in thousands) 


CONSOLIDATED STATEMENT OF LOSS AND DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Note 20 

SER te ag ere BEES geen SRL ee eee 299,613 204,001 
Expenses 

Cost of products and ServiCes «0.0.00... cee: 233,924 158,164 

Selling and general administration.................0..... 42,433 30,555 

Sustaining development and research .................. 3,944 3,919 

280,301 192,638 

ENICOME LFOMOPELaAvONS ene ere eee tence coeste ec eere sees 19,312 11,363 
Dash 8 development and excess production costs 

(Nob) rete rere eer ee cone cete 114,724 78,075 
Net interest (income) expeMNse...............cccececeeteteees (810) 9,878 
Loss before scientific research tax credit transfer 

ANGHINCOME LAXCSterscee tere ertncee rec oee cere creosote (94,602) (76,590) 
Scientific research tax credit transfer (Note 13) .... 36,417 
MEOSS) DELOTE INCOMCILAXCS renee eee ee reee er reeere (94,602) (40,173) 
AACOME: LAXES| (TECOVELY)) Meret teet-< 2c te tee nce e ees (176) 204 
INGULOSS Steet eaters ee eee i ceedivens (94,426) (40,377) 
Deficit beginning<Ofi year... ceca eases ee (479,224) (438,847) 
Deficit;.end Of yearer:, were eee ee (573,650) (479,224) 


The accompanying notes to the consolidated financial statements are an integral 
part of this statement. 


CONSOLIDATED STATEMENT OF CHANGES 
| IN FINANCIAL POSITION (NOTE 1(a)) 

_FOR THE YEAR ENDED DECEMBER 31, 1985 

| (in thousands of dollars) 


1985 1984 
Note 20 
| Sources of funds 
| Increase in accounts payable, accrued charges and 
PROVISIONS seen seeeees Bercy acer eses. eee a oeen ct sn zie. Tes 25,566 8,879 
Increase in contributed surplus (Note 10)...............4. 200,000 240,000 
Increase in long-term, debt...,...2.-....:----..:2--+-ce+-senesrecs=-2- 39,000 
Decrease (increase) in notes receivable....................- 237 (107) 
Increase (decrease) in deposits on sales contracts ..... 23,547 (2,308) 
249,350 285,464 
Uses of funds 
In operations 
INGHIOSS eB ees oe Bek SAN eases 94,426 40,377 
Adjustments for non-cash items 
Depreclaviont yee svete eee see eiareesce ete eo (4,536) (4,389) 
Building written (Ofhaeccs:-ee eet ernst yee en nee (3,825) 
89,890 32,163 
Increase in accounts receivaDle...............::se:ceseseereeeeves 10,703 1,690 
Additions to property, plant and equipment............... 2,284 867 
Repayment of long-term debt ...........ccceeseeseees 35,954 270,557 
Increase (decrease) in inventories.................:-ccceeees 92,030 (38,679) 
Increase (decrease) in prepaid expenses..................... 859 (1,215) 
231,720 265,383 
Ber oanicrease in (UHUSS crate acocecus sence sates 17,630 20,081 


The accompanying notes to the consolidated financial statements are an integral 
part of this statement. 


1. Summary of significant accounting policies 


The consolidated financial statements, have been prepared in 
accordance with accounting principles generally accepted in 
Canada, and reflect the following significant policies: 


(a) Basis of financial statements presentation and consolidation 


(b) 


(d) 


The consolidated financial statements have been prepared on 
the basis that the Company will continue as a going concern. 
The realization of the carrying value of the recorded assets is 
dependent upon the success of the future operations. See 
Note 2 for acquisition of the Company by The Boeing Com- 
pany. 

The consolidated financial statements include the accounts of 
the Company and its wholly-owned subsidiary, De Havilland 
Canada, Inc. 


The consolidated financial statements have been prepared in 
accordance with the provisions of the Financial Administra- 
tion Act. 


The Consolidated Statement of Changes in Financial Posi- 
tion defines funds as cash and short-term deposits less bank 
indebtedness. 


Nature of business 


The Company is engaged primarily in the business of 
development, manufacture, and sale of aircraft and spare 
parts. 


Inventories 


Inventories are stated as follows: 
Raw materials—At the lower of average cost and net real- 
izable value. 
Work-in-progress, new and used aircraft, spare parts, 
goods in transit, and sub-contract progress payments—At 
the lower of cost and net realizable value. 
All inventories, net of customers progress payments, and 
including that portion not expected to be realized within 
one year, are included in current assets. 


Program accounting 


With respect to new programs, the cost of each aircraft sale 
and inventories of work-in-progress and finished aircraft is 
determined using the program average production cost 
method. The cost of sale for a particular aircraft delivered is 
computed at the percentage of the published selling price 
that the total of the estimated production costs for the entire 
aircraft program bears to the total estimated sales prices for 
the total program. This same method is used in establishing 
costs for inventory purposes for completed aircraft and those 
in process of manufacture. 


Production costs incurred early in a program, which are 
greater than the estimated program average production costs, 
are transferred to deferred charges. These deferred charges, 
together with deferred development and tooling costs, are 
amortized over the estimated breakeven number of aircraft 
(see Note 3). 


Such deferred charges are periodically reviewed throughout 
the life of the respective programs and adjusted to estimated 
net realizable value if necessary. 
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THE DE HAVILLAND AIRCRAFT OF CANADA, LIMITED—Continued 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1985—Continued 


(e) Property, plant and equipment 


Property, plant and equipment are stated at cost. When the 
cost of an individual asset exceeds $1,000 and deposits or 
progress payments are made during the period of construc- 
tion or purchase, interest is capitalized at the cost of corpo- 
rate borrowings. Depreciation is provided for on a straight- 
line basis so as to amortize the cost of depreciable assets over 
their estimated useful lives. 


(f) Revenue recognition 


(i) Revenue from aircraft sales is recorded upon acceptance 
and payment in full for the aircraft by the customer. 


(ii) The Company undertakes some research and develop- 
ment under contract which provides for the company to 
bill the customers as costs are incurred; such amounts are 
recorded as sales. 


(g) Translation of foreign currencies 


Foreign currencies are translated into Canadian dollars as 
follows: 


(i) Monetary assets and monetary liabilities—At the rate of 
exchange prevailing at the balance sheet date. 


(ii) Other assets and liabilities, sales and expenses—At a rate 
approximating the rate of exchange prevailing on the 
dates of the transactions. 


(h) Pensions 


The Company has a number of retirement plans covering 
substantially all of its employees. Costs of these plans are 
charged to earnings and funded on the basis of actuarial cal- 
culations made every three years. Current service costs are 
charged to earnings on a current basis. Past service costs are 
being funded and charged to earnings over periods up to 15 
years from the dates such costs are established. 


. Subsequent event 


On January 31, 1986 the Government of Canada entered into 
an agreement pursuant to which The Boeing Company acquired 
from Canada Development Investment Corporation, 31,999 Class 
A shares and 10,000 Class B common shares of the Company’s 
issued share capital. 


. Deferred charges 


Certain costs applicable to the Dash 8 are deferrable depending 
upon long-term forecasts of sales and costs in which assumptions 
are made as to expected sales volumes, prices and production 
costs, and taking into account such factors as interest rates and 
exchange rates. Many of the components of these forecasts are 
beyond the Company’s control and hence cannot be quantified 
with sufficient precision to project reasonably the long-term posi- 
tion of the Dash 8 program. Accordingly, all deferrable charges 
incurred in the year ended December 31, 1985 amounting to 
$114,724 (1984—$78,075) have been expensed. 


. Cash and short-term deposits 


Included in cash and short-term deposits are deposits totalling 
$240 (1984—$485) which are assigned as security for amounts 
owing to a commercial bank by the Company’s customers and 
prospective customers. 


5. Accounts receivable 


1985 1984 
Uh 6X0 (oer ROC OEE cry frase core Ror EME ror cence 16,839 11,615 
Other 2... 85> BOR eet erence, are cpr teas rel eee 9,039 3,560 


~ 25,878 15,175 


. Inventories 
1985 1984 
Raw. materials. @ ee er eee ee ee $4,352 21,414 
Work-in=progress..2ee sc ee ee eae 161,872 91,097 
INewsandiusediaircraltpes. ee ee ee 49,406 39,579 
Spare parts..0.cA0in.5, See eee ee 21,228 16,932 
Goods in transit’ #.)......02 eee ec eee 8,886 11,854 
Sub-contract progress payments...............0.ccccce 9,458 11,099 
305,202 191,975 
Customer progress payments .............c.::0ccccceeteeees (68,182) (46,985) 
237,020 144,990 
. Property, plant and equipment 
1985 1984 
Accu- 
mulated Depre- 
Depre- Net Book Net Book ciation 
Cost ciation Value Value Rates 
Land)... 10 10 10 
Buildings.............. 44,039 13,856 30,183 31,712 4% 
Property 
improvements... 3,090 ~=1,028 2,062 2,163 4% 
Machinery and 
equipment ........ 31,020 20,933 10,087 10,751 12 4%-20% 
Transportation 
equipment ........ 1,188 1,024 164 122 25% 


. Long-term debt 


Borrowings under extendable term loans guaranteed by the. 
Government of Canada amount to $7,669. At December 31, 1985 
the Government of Canada retained the authority to guarantee 
certain financial arrangements of the Company with financial 
institutions to a maximum of $450,000. The borrowings bear | 
interest at rates which fluctuate with bank prime and money mar- 
ket rates that approximated 10% per annum at December 31, 
1985. The balance of $10,710 represents a U.S. denominated loan | 
in the amount of U.S. $7,659 bearing interest at a rate of 8 4% 
per annum, repayable in eight equal semi-annual installments 
commencing March 1987. 


. Share capital 


Each Class A share is equivalent to each Class B common share 
in all respects, except that each Class A share is entitled to a non- 
cumulative preferential dividend of $2 in any year in which divi- 
dends are paid on Class B shares common shares. After payment 
of such dividends, both classes of shares participate fully in other 
dividends. 
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THE DE HAVILLAND AIRCRAFT OF CANADA, LIMITED—Continued 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


10. 


11. 


13. 


Contributed Surplus 


During 1985, the Government of Canada contributed $200,000 
(1984—$240,000) to the Company’s equity. 


Export Sales 


Sales to foreign customers amounted to $242,393 (1984— 
$188,879). 


. Income Taxes 


At December 31, 1985, losses carried forward for tax purposes 
aggregate $220,552. These losses expire as follows: 


LOR ne tr ee a ee 56,402 
Ne EIU ececrccree Peat chee eee en 67,736 
MO ee ne ete a Oe ie 2 sis en OR, 40,957 
EE PASE bs oC oie eer ce eee anne 55,457 


220,552 


These losses carried forward for tax purposes have been 
amended to reflect a reassessment. 

In addition, the Company has recorded depreciation in excess 
of capital cost allowance claimed for tax purposes of approxi- 
mately $106,000 and has deferred research and development 
expenses of approximately $147,000. 

The Company has investment tax credits available for tax pur- 
poses of $15,054 that expire as follows: 


LOS Onn rer een ren eate Gnas arcane ols i 4,809 
LOB TA RRA OAT oe a adie cine) ada nore 3,366 
19D OREEN cy cure ninth one hein e a eee a dtiumpornitie aes 2,109 
119.9 1 RE Fe RENE ir, RE one telco al 59 
LO Eee een eee ean ani iene ee ee 4,711 


15,054 


The Boeing sale agreement restricts the utilization of certain of 
the above items for tax purposes (see Note 2). No recognition has 
been given in these consolidated financial statements to the poten- 
tial tax savings which could result from the utilization of the 
above items. 


Scientific research tax credits 


On February 28, 1984, the Company transferred to third par- 
ties scientific research tax credits relating to the period April 21, 
1983 to December 31, 1984. This has resulted in net proceeds to 
the Company of $36,417 of which $19,685 related to 1984. 


. Pension plan 


The estimated present value of the unfunded past service costs, 
including pension plan improvements made during 1985, not 
charged to earnings at December 31, 1985 amounts to $23,889 of 
which $11,219 is vested. 


. Commitments 


(a) Lease commitments 


Lease commitments under operating leases with terms of 
more than one year total $362 and are payable as follows: 


TWD cre tiass Sachets cote fee Recs Cr chr casts obo a ROSTERS 313 
OG ise ii att FS ae oy rare. nesny oie ah or eractoeness ae 44 
LOSS reece erie ree tena mete ete eee 5 

362 


(b) Capital commitments 


Capital expenditures committed but not expended as at 
December 31, 1985, amount to approximately $4,064. 
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(c) Purchase commitments 


The nature of the Company’s business requires that it make 
substantial purchase commitments in anticipation of produc- 
tion and sales of aircraft. At December 31, 1985, such com- 
mitments amounted to approximately $469,000. 


Under an agreement for sale and repurchase, the Company 
has sold engines to a financial institution at cost with an obli- 
gation to repurchase the engines in the future. The Company 
is charged interest at bank prime on the total commitment. 


1985 1986 


Repurchase commitments... 8,151 9,662 
interestiexpensey canes eee ee eee 929 1,228 


16. Contingencies 


(a) As indicated in Note 3, the ultimate results of the Dash 8 
program cannot be determined at this time. If future pro- 
gram assessments indicate that a future loss on the overall 
program will arise, a provision will be made at that time. 


(b 


— 


Some suppliers with whom the Company has purchase com- 
mitments have filed claims for costs resulting from revised 
production schedules. The Company has made provision for 
costs which may be incurred in settling these claims. How- 
ever, because of the complexity of negotiations and the many 
variables involved, some of which depend on future events, 
any liability with respect to such suppliers’ claims cannot be 
quantified with precision. 


(c 


—S 


Contingent liabilities arising primarily from sales related 
guarantee arrangements and conditional repurchase agree- 
ments amount to approximately $56,000. The Company has 
recourse to transaction related assets for substantially all of 
these contingent liabilities. 


(d) The total amount of government participation which is con- 
tingently repayable amounts to $106,987. At December 31, 
1985 no provisions has been made in the accounts for this 
contingency as repayment is dependent on future profits, 
sales or profitability of various programs and future reinvest- 
ment in Company research and development programs. 


(e 


— 


A customer may be in a position to justify a claim against the 
Company arising from a representation, which may have 
been inaccurate, contained in an aircraft sales contract con- 
summated in a prior period. No provision has been made for 
such a potential claim since legal counsel has advised that an 
accurate estimate cannot be made of the amount, if any, 
which the customer might successfully claim, but that the 
potential liability is up to $12,625 and, in the event of litiga- 
tion, any additional award which might be permitted at the 
discretion of the court. Any amount ultimately paid by the 
Company would be treated as a prior period adjustment. 
Information relevant to this matter was improperly withheld 
from the Company, and, if that information had been avail- 
able, the disclosure set out above would have appeared in the 
financial statements for the periods ended May 31, 1982 and 
December 31, 1982. 


(f) The Company is engaged in various legal proceedings. The 
Company does not anticipate that the amounts, if any, which 
may be required to be paid by the Company will be material. 
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THE DE HAVILLAND AIRCRAFT OF CANADA, LIMITED—Concluded 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1985—Concluded 


lie 


18. 


We 


20. 


Related party transactions 


The Canada Development Investment Corporation (a Crown 
corporation) owns all, except one, of the Company’s outstanding 
shares. In 1985, sales of products to various Federal agencies and 
departments and Crown corporations amounted to $8,271 
(1984—$5,270). 

Management fees paid to Canada Development Investment 
Corporation amounted to $1,104 (1984—$2,208). 

In 1985 the Company received $1,600 (1984—$1,581) under 
various Government of Canada assistance programs. 


Remuneration of directors and officers 


Directors’ Remun- 


fees eration Bonus Other Total 
Directors 
Number of 
directors: 
26s er ee 107 107 
Officers 
Number of 
officers: 8 ..... 935 255" 1,060 
Total aneee 28 107 935 125 1,167 


*Includes 2 directors who received no directors’ fees. 
**Includes aggregate cost of pension plan benefits paid into pension fund, 
and retiring allowance. 
Commercial practice 


During 1985, the Company had 75 agreements relating to mar- 
keting and sales with representatives, consultants, and distribu- 
tors, to whom commissions and fees may be payable. Payments in 
1985 aggregated $5,033 (1984—$8,653) of which $1,779 was in 
respect to obligations incurred prior to 1985. For reasons of com- 
mercial confidentiality the Company does not publish the names 
of its representatives, consultants and distributors. 


1984 financial! statements 


The 1984 financial statements, which are presented for com- 
parative purposes, were examined and reported on by Chartered 
Accountants other than Arthur Anderson & Co. In addition, cer- 
tain amounts in these consolidated financial statements have been 
reclassified to conform to the current year’s presentation. 
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APPENDIX 3 
ELDORADO NUCLEAR LIMITED 
AUDITORS’ REPORT 


TO THE SHAREHOLDER 


We have examined the statement of consolidated financial position 
of Eldorado Nuclear Limited as at December 31, 1985 and the state- 
ments of consolidated earnings and retained earnings and changes in 
consolidated financial position for the year then ended. Our examina- 
tion was made in accordance with generally accepted auditing stand- 
ards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Company as at December 31, 1985 and 


| the results of its operations and the changes in its financial position for 
| the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


| STATEMENT OF CONSOLIDATED FINANCIAL POSITION 
_ AS AT DECEMBER 31, 1985 


(in thousands of dollars) 


1985 1984 
_ Current assets 
Cash and short-term investments ................cc:::ccce0ees 40,480 5,779 
FA ccountsineceivablepei neers oe ae erect tea ees 12,855 44,017 
Incomestaxesmrecelva Die; terete ne tet s sscthcakss eee 6,435 11,872 
LUNG) ace, Te Se ee ee err $5,284 103,497 
Supplies anG Prepaid EXPENSES ec veecnseancsaesecer eseeeyes 2 11,872 Aes 
126,926 176,486 
_ Current liabilities 
Bank loans and short-term debt...................:0:c:cceee 106 20,000 
Accounts payable..........: race as Sa re 64,526 67,161 
Long-term debt due within one year ...............0.:.008 79,968 
| 144,600 87,161 
myvorking capital (deficiency) ot. c cee ssessseceenese (17,674) 89,325 
_ Non-current assets 
Propertyand equipmentare terest eee. cn ctieatecce 798,428 795,141 
Deferredicharpes: Se weer Pees saree ee 28,597 23,267 
Inventory committed under long-term contracts........ 29,306 
Othedassets weave. Batre ew, 19s he lesen oo asd 3,349 3,471 
859,680 821,879 
BPADITANCMDLOVEC Ieee Mk se. Bee Maree 1k Ere We oa as 842,006 911,204 
| Represented by 
Bee ono=ternidebepen fe ee hs Deeds h oes $13,471 $77,360 
Advances under long-term contracts.............0::c00 52,490 
ONS PIV LOT UR ESE 4 tees dees a Re A a eae merece 3,510 5,551 
Provision formeclamation ctese ace eee et ites cases 24,031 22,585 
Minority shareholding in a subsidiary........................ 43,500 43,500 
637,002 648,996 
Shareholder’s equity 
Share capltalen.se he er eee eaters 296,586 296,586 
Retained earnings) (Geficit) fives... erate (91,582) (34,378) 
205,004 262,208 
marlainancing-Oor capital tear cys eer see es 842,006 911,204 


(See accompanying notes). 


_ Approved by the Board of Directors: 


MARCEL BELANGER 
Director 


N. M. EDIGER 
Director 


Further, in our opinion, the transactions of the Company that have 
come to our notice during our examination of the consolidated finan- 
cial statements have, in all significant respects, been in accordance 
with the Financial Administration Act and regulations, and the chart- 
ers and by-laws of the Company. 


The financial statements of the preceding year were examined by 
other Chartered Accountants. 


Clarkson Gordon 

Chartered Accountants 
Ottawa, Canada 
February 5, 1986 


STATEMENT OF CONSOLIDATED EARNINGS 
AND RETAINED EARNINGS 

FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 

Revenue 

Sales‘ofi products and services@mes creer reer 219,792 208,139 
Expenses 

Cost of products and services sold .........cccccceceseseseeees 139,781 127,168 

Exploration. -.c0:chvngres terest oe ctor see atta is 5,796 5,779 

Researchiandydevelopmente so) eee rn ere 2,649 2,822 

Administration y.0 emer ee ee ee hate Sees 7,520 8,209 
Totalioperatingiexpenses==:..2 eee ee 155,746 143,978 
Earnings romloperationse ee eee nan ee eee 64,046 64,161 

Financing expenses. cosc sacs cee SR 73,126 52,316 

Othemexpense (income) mmm seen ere eee 19,344 (1,296) 
Earnings before taxes and other items ............0..:.c008 (28,424) 13,141 

Income taxes and mineral royalties ..............ccccccee 24,430 16,595 

Distribution to preferred shareholders of a subsidi- 

ALY Se ec cee dees cores oe ssi hee ere es rs ae 4,350 Se 

Earnings (loss) before extraordinary item................00.. (57,204) (6,573) 

Reduction of provision for mine shutdown ................. 11,000 
INEtlearningsi(Oss\iK cetc-errene eee aia ARS (57,204) 4,427 
Retained earnings (deficit) beginning of year................ (34,378) (38,805) 
Retained earnings (deficit) end of year...............0.00005 (91,582) (34,378) 


(See accompanying notes). 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX 3—Continued 
ELDORADO NUCLEAR LIMITED—Continued 


STATEMENT OF CHANGES IN CONSOLIDATED 


FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


Operating activities 
Cashireceived from)sales™ scs-ce<c.7-08 0-2 veces. eee 
Advances under long-term Contracts..........cccceeeeteneeees 


Cash applied to 
IPrOdUuCtION:COSES cs re2 ts cccnsscoscessus ooceokend carock Cas Ree 
R&D, exploration and administration .......0......0c00 
Mineraliroyalties 2. c8 or es ee meee re eee 


Cashiprovidedifromioperationsescs.ce- tee ee eee 


Financing activities 
Cash received from 
Income onjinvestments arnt eee ee eee 
New, long-term debt oc. scccccescscccseccseetee cre ete eee 
Saleiofsroyaltyinteresten-ecae ete re ee 
Sale offRi&D tax creditSi-....-2 cee 


Cash applied to 
Repayment of long-term debt .................ccccceetececetenees 
Net change inishort-termidebt220.--- ee cee ee 
Intereston Gebttenwsn ee ee. cstrn erences ees 


C@ashirequired/forfinancing crc.e.cc. <n. eee nee 
Total cash provided from operations and external financ- 
ST eT RR cn he ORR eee St NEE a REE a 


Investing activities 
Cash received from 
Prior year income tax overpayMent..........0.c:cccccceeeenees 
Saleiof equipment cee eee are tee 


Cash applied to 
Additions to property and equipment................cce 
Additions*toideferred'chargest... s.r 
Mineshutdown ..2.-2.. 2. eect we eee eee 
Purchase ofinet profits:interestzee cere ene eee 


Cashirequired:forinvestmentesete.. rer eee ee 


Increaseduring the yearoe.- ea 
Cash and short-term investments at beginning of year ........ 


Cash and short-term investments at end of year................... 


(See accompanying notes). 


1985 


252,674 
52,490 


305,164 


91,754 
1553 U1 
23,374 


130,485 
174,679 


1,025 


1,025 


19,894 
76,582 
4,350 


100,826 
99,801 


74,878 


8,312 
782 


9,094 


38,962 
6,754 
3,555 


49,271 
40,177 


34,701 
5,779 


40,480 


1984 


205,623 
205,623 


93,738 
15,980 
16,595 


126,313 
79,310 


630 
125,071 
5,000 
2,485 


133,186 


70,000 
18,108 
65,925 

3,119 


157,152 
23,966 


55,344 


14,299 
1,582 
15,881 


49,785 
7,137 
3,533 
5,000 

65,455 

49,574 


5,770 
9 


Sy) 


STATEMENT OF ACCOUNTING POLICIES 


The accompanying consolidated financial statements were prepared 
by management in conformance with Canadian generally accepted 
accounting principles considered to be appropriate in the circum- 
stances, and have been applied on a basis consistent with that of the 
preceding year. A summary of significant accounting policies of the 
Company is presented to assist the reader in interpreting the state- 
ments contained herein. 


Consolidation 


The consolidated financial statements include the accounts of 
Eldorado Nuclear Limited, its wholly-owned subsidiaries, and the 
Company’s proportionate interest in the accounts of the Key Lake 
mine joint venture. 


Inventories 


Inventories of mine concentrates, refined and converted products are 
valued at the lower of weighted average cost or net realizable value. 
Cost for customer-owned products is the cost of the refining and con- 
version processes only. 


Inventories of mine concentrates are initially measured and 
accounted for in the financial statements when the material is sealed in 
containers upon completion of the milling process. 


Supplies 


Operating and general supplies are carried at lower of cost or mar- 
ket. 


Property and equipment 


Assets are carried at cost. Costs of additions, betterments, and 
renewals are capitalized. When assets are retired or sold, the resulting 
gains or losses are reflected in current earnings. 


Maintenance and repair expenditures are charged to cost of produc- 
tion. 


Depreciation and amortization 


Fuel Services and Mining buildings and equipment, mine develop- 
ment and mineral properties are depreciated or amortized according to 
the unit-of-production method. This method allocates the cost of these 
assets to each accounting period. For Fuel Services, the amount is 
equal to the portion of the facilities’ total estimated lifetime production 
produced in that period. For Mining, the amount is equal to the por- 
tion of the mines’ total recoverable ore reserves recovered in that 
period. 


Mobile mining equipment and other assets, including R & D,| 
Exploration, Specialty Metals, and Corporate assets, are depreciated | 
according to the composite straight-line method based on the 
estimated useful lives of these assets, which range from three to ten 
years. | 


Fuel Services and certain mining facility costs associated with | 
capacity additions are deferred until a commercial level of production | 
is achieved. These costs are then amortized over 10 years in the case of | 
Fuel Services assets, and according to the unit-of-production method ) 
in the case of Mining assets. Other costs are charged to production as 
incurred. 


Amortization of financing costs 


Debt discounts and issue expenses associated with long-term financ- 
ing are deferred and amortized over the term of the debt. 


Capitalization of interest 


Interest costs on funds borrowed to finance the development and) 
construction of major assets are capitalized during the development 
and construction period until such time as a commercial level of pro-) 
duction is achieved. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX 3—Continued 
ELDORADO NUCLEAR LIMITED—Continued 
STATEMENT OF ACCOUNTING POLICIES—Concluded 


Provision for reclamation 


The estimated costs of decommissioning and reclaiming producing 
resource properties are accrued and charged to operations according to 
the unit-of-production method. Actual costs of decommissioning and 
reclamation are applied to this accrual. 


Research and development and exploration costs 


Expenditures for applied research and development relative to the 
products and processes of the Company and expenditures for geologi- 
cal exploration programs are charged against earnings as incurred. 


Sales of products and services 


In accordance with normal industry practices, the Company con- 
tracts for future delivery of mine concentrates and conversion services. 
Sales revenue is recorded in the fiscal year that title passes or, with 
customer-owned material, when delivery is effected. 


Foreign exchange 


Cash and short-term investments, accounts receivable, accounts pay- 
able and long-term debt denominated in foreign currencies are trans- 
lated into Canadian dollars at rates of exchange in effect at year-end. 
Income and expenses are translated at rates in effect at the time of the 
transaction. 


Except for certain U.S. dollar-denominated long-term debt that is 
hedged against future U.S. dollar revenue, the change in value in 
Canadian funds over the year of long-term debt denominated in a for- 
eign currency is amortized evenly over the remaining life of the debt. 
For all other accounts, gains or losses resulting from foreign currency 
translation are reflected in the statement of consolidated earnings and 
retained earnings. 


_ NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
_ FOR THE YEAR ENDED DECEMBER 31, 1985 


1. Eldorado Nuclear Limited 


Eldorado Nuclear Limited is incorporated under the Canada 
Business Corporations Act, is subject to the Financial Adminis- 
tration Act, the Government Companies Operations Act, is an 
agent of Her Majesty in Right of Canada, and is wholly-owned by 
Canada Development Investment Corporation (CDIC). 

The Company is primarily engaged in the mining, refining and 
conversion of uranium for sale as fuel for generating electricity in 
nuclear power reactors in Canada and other countries. 


2. Accounting policies 


A statement of significant accounting policies of the Company 
is provided elsewhere herein. 


3. Other expense (income) 


1985 1984 
(in thousands of 
dollars) 

Loss on foreign exchange .............c.ccccccecsssessecssneoeseecereese 14,110 2,241 
IW rite-dowmlOf:tixed assets ic:c:..5..cceeeneeeeeeee 6,226 
Interest’on investments shee dk... clever. css. tee (459) (630) 
COTS a er Ao ac AA a eRe es ae eee (533) (422) 
sale-of R&D taxicredits {ee sane a eee ee (2,485) 
TOE Ra eer rere eee 19,344 = (1,296) 


4. Income taxes and mineral royalties 


The provisions for income taxes and mineral royalties are as 
follows: 


1985 1984 
(in thousands 
of dollars) 
Income: taxes: acris. 2c even einen ee Bee. RE. ee 
Mineraltroyalties o....sacn acct cate eee 24,430 16,595 
‘Lotal ste een tet ate ental. ot See eS. 24,430 16,595 


The reconciliation between the statutory income tax rate and 


the company’s effective rate of income tax is as follows: 
Percentage of 


Pre-tax 
Earnings 
1985 1984 
Die ie 

Statutory income tax (recovery) rate oo... (51.9) 50.9 
Resource and depletion allowances..............c::ccceeeeees (18.9) (68.7) 
Adjusted income tax (recovery) rate ..........ceceeeeeeeees (70.8) (17.8) 
InventoryallowWance s..eneaeereer mehr en ramen tore (S57) ee (33) 
Increase in unrecorded income tax debits ..............0.00 76.5 31.1 
Effective income tax:rate sees seer eran eee 0.0 0.0 


Provincial mineral royalties, which are not deductible for fed- 
eral income tax purposes, are calculated in part as a percentage of 
revenues. Consequently, they can fluctuate significantly from year 
to year. 

At December 31, 1985, the Company had tax loss carry-for- 
wards, investment tax credits and timing differences aggregating 
$133.2 million for which no accounting benefit has been recog- 
nized. This amount includes $107.8 million which will expire at 
various dates up to 1992. The balance may be carried forward 
indefinitely. 


5. Inventories 


1985 1984 
(in thousands of 
dollars) 
Mine concentrates merc metre neccrt ec errcetrents 39,412 78,515 
Fuel. Servicestence trees acct te atta tisscanteiccn ner ene 14,231 23,084 
Specialty: metals ep fav ete eee ee 1,641 1,898 
Totally. 255. Ree nae rere t deen eect tert aed 55,284 103,497 
6. Property and equipment 
1985 1984 
(in thousands of 
dollars) 
Mining 
Plant:andequipmentataar.65 tc: Sas ee 176,700 174,799 
Mine:development...c.5..04-- nae aiet..toeect ceo seoerneees 47,612 46,485 
Mineralliproperties:.:.9, ccc thine seh teee se tien rceneets 156,460 156,460 
Cinder development serargay ecce sete evuen centers eran 98,004 66,534 
Fuel services 
Plantrandiequipment ssc cerccccrrrccacnccoerstesesete sacer es 407,584 428,431 
(O19 Tos eves peu rena recce erent ere tera tories bic o: Merec pers 15,050 16,509 
Total property and equipment .........0.....ccccceeeeeereeee 901,410 889,218 
Less: accumulated depreciation and amortization....... 102,982 94,077 
INGHpropenty/AnG CQUIDINCN Cece: ccc seer actrees rneca ener 798,428 795,141 


Depreciation and amortization for year...............:000 30,714 29,064 
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ELDORADO NUCLEAR LIMITED—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1985—Continued 


7. 


10. 


Joint venture activities 


Through a wholly-owned subsidiary, the Company is a one- 
sixth partner in a joint venture mining operation at Key Lake, 
Saskatchewan. In accordance with the joint venture agreement, 
Eldorado is obligated to meet its proportionate share of the com- 
mitments of the joint venture. Other than normal operating 
expenditures, the Company has no outstanding commitments as at 
December 31, 1985. 

The following amounts are included in the financial statements 
and represent the Company’s proportionate share of the assets, 
liabilities, and operating expenses of the Key Lake mining joint 
venture: 


1985 1984 
(in thousands 
of dollars) 
EXSSOUS ec. eect ethan ae cea noon area Rte Se ee 93,582 92,254 
Mi AD ities: 28.8 2. ..ctete tren ae ee 1,814 1,629 
Net: assets Att es Batetececccter entities JL eee 91,768 90,625 
EEX DONSES' ese te cre ers ccna sete en nc ce ReneS tas aie nS ane ea ee 8,469 9,126 
. Deferred charges 

1985 1984 

(in thousands of 
dollars) 

Preproductionn! nets tren. eran eae... ROR. SE 25,431 19,185 
Financing (COStS) cies eee ars less Nica anaes sees 3,166 4,082 
Tota lite. 5 sgh ices. te eeeenoe teen nee ate eek AD 28,597 23,267 
Amortizationifon year. yeeeek. eek cece ane 2,354 2,037 


. Long-term sales contracts 


Eldorado has entered into contracts which provide for the 
future sale and delivery of uranium in the form of UF, at flexible 
dates over the eight-year term of the contracts. The Company has 
sold the future sales contract to interested financing parties and 
has retained certain rights and obligations under all of the con- 
tracts. On the Statement of Consolidated Financial Position, the 
Company has segregated the inventory committed and the 
advances under long-term contracts which will be satisfied out of 
the future revenues associated with these transactions. The impact 
on the Statement of Consolidated Earnings and Retained Earn- 
ings will be recognized as deliveries take place. 


Minority shareholding in a subsidiary 


In April, 1984, an Eldorado subsidiary acquired all rights to 
and benefits in the 1970 New Continental Oil (NCO) royalty 
agreement from Aberford Resources Ltd. Hacienda Oil & Miner- 
als Ltd. and Oak Ridge Oil & Minerals Ltd. This agreement gives 
the holder a 20 per cent interest in the profits derived from certain 
Athabasca basin properties held by the Eldor Mines division and 
others. Consideration was $5 million cash and $43.5 million 
redeemable preferred shares of the subsidiary company. The 
shares, with certain restrictions, can be redeemed between 1988 
and 1994 and bear a 10 per cent annual dividend. 

As security, the three companies hold a lien on certain uranium 
inventory. At Eldorado’s option, the lien can also be satisfied from 
time to time by a letter of credit. The lien covers the value of the 
subsidiary’s redeemable preferred shares plus future dividends, 
through to the shares’ designated redemption dates. Each pay- 
ment of a dividend or redemption of a share reduces the lien by a 


ill. 


similar amount. At December 31, 1985, the Company had inven- 
tories in excess of the prescribed value. 

For consideration of $5.0 million cash, Aberford Resources 
Limited, Hacienda Oil & Minerals Ltd. and Oak Ridge Oil & 
Minerals Ltd. acquired from Eldorado a royalty interest on 
uranium sales from certain designated properties. The royalty 
covers that portion of such sales in excess of a designated base 
selling price which is adjusted annually for inflation. During 1985, 
sales did not exceed the adjusted base price and no royalty was 
paid. 


Long-term debt 


1985 1984 
(in thousands of 
dollars) 
(i) From Canada 
ESS inotesidues| 986ue- cee eee eee 10,093 10,093 
(ii) Other 
Notes due 1986, at 13.25% ($50 million U.S.) ........ 69,875 66,070 
Loan due 1991, at 7% (100 million Swiss francs).... 67,860 50,800 
Notes due 1988, at 9.19% (10.108 billion Japanese 

VEN) Vee. oo. teat eee res cea AN ee eee 70,594 53,097 
Loan due 1987-1992, at 8.8% (2 billion Japanese 

VOM) os ca-ec scree oe, He Sete een te ae ee 13,968 10,506 
Notes due 1992, at 14.5% ($100 million U.S.) ........ 139,750 132,140 
Loan due 1992, at 14.25% ($44,7 million U.S.)....... 62,399 59,002 
Bonds due 1992, at 8.5% (10 billion Japanese yen), 

with 10% of principal due in each of years 1988- 

LOO TSS. Cee ee ene eee ee ee 69,840 52,530 
Debenture'due 1988haGllG eee 30,000 30,000 
Euro notes, due 1989 to be set semi-annually at 

EIBOR rate (SOO million WiSs)neeeene eee 139,750 132,140 
SUD total 2c. he eee eee ree ete noe ener 674,129 596,378 
Less: current portion of long-term debt 

listedtaboves ti! A eat see: ack At Nero 79,968 
deferred loss on foreign exchange.................. 80,690 19,018 
1 Wo) 1 ae ce alo ail ine dks oh a a SN oe a $13,471 577,360 


The long-term debt payments due in each of the next five years 
are as follows: 1986—$80.0 million; 1987—$1.4 million; 1988— 
$110.4 million; 1989—$149.5 million; 1990—$9.8 million. Inter- 
est on long-term debt amounted to $74.9 million (1984—$68.3 
million). 


. Share capital 
1985 1984 
Authorized 
Commion!shares ener wees cee. MT (Unlimited number, no 
par value) 
Breference:sharesmss see ee eee ee 1,600,000 1,600,000 


(in thousands of 


dollars) 
Issued and fully paid 
Common—3,852,880 shares (1984— 
SYK eh 0) rare ae ee RERBO eet et Me ee 201,586 201,586 
Preference—800,000 shares (1984—800,000).. 95,000 95,000 
296,586 296,586 
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| APPENDIX 3—Concluded 

| ELDORADO NUCLEAR LIMITED—Concluded 

| NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


_ FOR THE YEAR ENDED DECEMBER 31, 1985—Concluded 


14. 


Each preference share is redeemable at the option of either 
party at a value of $118.75 per share and carries a non-cumulative 
dividend of $7.125 per annum. 


. Commitments and contingencies 


(a) The Company has entered into long-term leases on certain 
properties up to 1987 with annual rental payments averaging 
$385,000. 


(b) The Company has defined benefit pension plans covering all 
of its regular full-time employees. The pension funds, which 
are administered by independent trustees, are valued at least 
every three years by consulting actuaries. Based on the latest 
actuarial valuations at June 30, 1985 and November 1, 1984, 
the plans have a surplus of $14.5 million. 


(c) The Company maintains two sites, licensed by the Atomic 
Energy Control Board, for the temporary storage of waste 
material containing low levels of radioactivity and other 
materials. The final disposition of this material is the subject 
of active discussions among Government agencies. The Com- 
pany will continue to expense the ongoing maintenance costs 
of these sites, but will make no provision for additional costs 
until the responsibility for such costs are determined and can 
be reasonably estimated. 


(d) In connection with its operations, the Company is the defend- 
ant in certain litigation. While the amount of any ultimate 
liability cannot yet be determined, the Company is of the 
opinion that there will be no material adverse effect on its 
financial position. 


Supplementary information 


(a) During 1985, the Company paid sales commissions to 
Marubeni Corporation, Toyomenka Canada Ltd., and Ura- 
nerzbergbau-GmbH. 


(b) Interest costs of $4.6 million paid in 1985 have been capital- 
ized under property and equipment (1984—$18.0 million). 


(c) During 1985, the total remuneration paid to the Company’s 
outside directors was $93,709 (1984—$95,500). The Com- 
pany’s officers received remuneration totalling $607,500 
(1984—$650,129). One officer is also a director but is not 
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compensated for service as a member of the Board or its 
committees. 


(d) A management fee of $286,000 (1984—$534,000) was paid 
to Canada Development Investment Corporation. 


15. Segmented information 


16. 


fc 


(a) Industry Segment 


The Company is of the opinion that virtually all its sales 
revenues are in the industry segment identified as the nuclear 
fuel industry. 


(b) Sales 


Sales revenues, which are derived primarily from sales to for- 
eign and domestic electric utilities, are as follows: 


1985 1984 
(in thousands of 
dollars) 
Export Sales: .-2 rete sceneries ne ees 164,806 159,297 
IDomestiC:sales = eee eee een ems 54,986 48,842 
Total! SaleS second eee na ee ee ee eveniees 219,792 208,139 


Provision for mine shutdown 


Established in 1981, the provision for the Beaverlodge mine 
shutdown represented the expected remaining cost of decommis- 
sioning and reclaiming the Beaverlodge mine site. Since then, 
costs related to the shutdown have been applied against the provi- 
sion. The shutdown work has been completed. As a result, in 1984 
the provision was reappraised with the excess, $11.0 million, being 
recorded as extraordinary income while the remaining liability 
has been added to accounts payable. The related income tax of 
$5.6 million was set off against available income tax debits. 


Sale of R&D tax credits 


In 1984 the Company sold Scientific Research Tax Credits to 
an outside investor by issuing to that investor a $5.0 million 
debenture carrying a redemption price of approximately one-half 
its purchase price. The debenture was redeemed, resulting in a 
gain of $2.5 million. 
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SUMMARY PAGE 


CANADA HARBOUR PLACE CORPORATION 
MANDATE 


Construct, administer and dispose of properties in Vancouver to be used for Canada’s participation as host nation for 
Expo 86. 


BACKGROUND 


The Corporation commenced operations in 1982 and is currently managing the Canada Pavilion at Expo ’86. The 
facilities called Canada Place include a cruise ship terminal for the Vancouver Port Corporation, the Canada Pavilion 
and a hotel-office complex built for the Tokyu Corporation. Following Expo 86, the Pavilion will be converted to a 
trade and convention centre and turned over to the Province of British Columbia on July 1, 1987. The total cost of 
the facilities to the Corporation is estimated at $229 million of which $157 million is expected to be contributed by 
the federal government, $23 million by the Vancouver Port Corporation, $30 million by the Tokyu Corporation and 
$19 million from other sources. 


CORPORATION DATA 
HEAD OFFICE 1660-999 West Hastings Street 
Vancouver, British Columbia 
V6C 2W2 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS In June 1982, by letters patent (no. 132316) under the Canada 
OF INCORPORATION Business Corporations Act. 
CHIEF EXECUTIVE Vacant 
OFFICER 
CHAIRMAN Ian Barclay 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


LotalASsetss nate Arkh, Mle ie oer int RINE 6 os sonks 145.2* 88.3 34.8 129 

Obligationstto the private Sector 75.4.5 AE ecco s een nil nil nil nil 

Oil eatrOnsstO Calais o oe cece ese. een eee nil nil nil nil 

GUILVOF Gane CA Sees caleak og trad ct date ae | Meera tac seek 132) 76.5 28.4 7.4 
Cash from Canada in the period 

et DU OLA TY Ate. ep ra IR UI ION 2s casa nh echoes eat oaoeaas wea 0:2 48.1 20.9 7.4 

=r NON- DUG RECATY ner rere er ee ener erties ke nil nil nil nil 


* 


The assets include $45.2 million costs of design, construction and fitting-out of Expo ’86 facilities which will be 
charged to operations during the term of the Exposition. 
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CANADA HARBOUR PLACE CORPORATION 
AUDITOR’S REPORT 


THE HONOURABLE DON MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


I have examined the balance sheet of Canada Harbour Place Corpo- 
ration as at March 31, 1986 and the statement of changes in financial 
position for the year then ended. My examination was made in accord- 
ance with generally “accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 


- position of the Corporation as at March 31, 1986 and the results of its 


operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 


May 23, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 


LIABILITIES 
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1986 1985 
Accounts(paya ble art 8 hee career era See ec 12,479 11,751 
SHAREHOLDER’S EQUITY 
Gapitalistock (INOte:5) Scere ceeec renee er ertceetreetr y aeazee 


132,703 76,510 
145,182 88,261 


Contributed capital (Note(5)aemrs ee eee eee 


ASSETS 1986 1985 

Cash and short-term investments ...............cccccccccsccceseesesseeseees DOM VieaeOs22 7) 
| Parliamentary appropriation receivable..............0.ccccccees 19,200 
meAccounts receivablewer > he ted hee 4,505 2,951 

<Constructioniin:progress|(INote:3) ./5...0 sc se...ss-teteesceeeeses 66,288 52,233 

Meferredicosts) (NGtO:4) yee eae Ohi IS 45,212 7,650 

145,182 88,261 

Approved by the Board: 

J. H. GREEN 

Director 


IAN A. BARCLAY 


_ Director 
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CANADA HARBOUR PLACE CORPORATION—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


Deferred costs—Canada Pavilion 


The expenditures to design, construct and fit-out the Canada 
Pavilion and to organize, operate and manage the participation of 
the Government of Canada as exhibitor and host nation for Expo 


1986 1985 86 respectively are recorded as deferred expenses and will be 
tuce a) Sola charged against operations during the operating period of the 
Souree offinds Exposition from May to October 1986. Related revenues received 
Contributed capital (Note 5) ......c:sscsssssssssssesstssstnee 56,193 48,155 in advance of the operating period of the Canada Pavilion and 
Add (deduct) parliamentary appropriation receivable 19,200 (19,200) Canada Place facilities are deferred until the operating period of 
75,393 28,955 these facilities. 
Development, sponsorship and lease agreements Administration 
(SEEN OG SINE Gwe tents ete oe ee! 11,997 18,710 | HOU aie 
Deferred revenue (Note 4) .........ccccccccccscssessessessseseeteseseeeeens 3,377 286 Corporate and construction administration expenses are 
Accounts payable .f" 2 sa. c9Ptetntsig ohm ae 728 5,347 charged against construction in progress. Canada Pavilion 


administration expenses not directly charged to Pavilion depart- 


91,495 53,298 : ly char} 
ae aa sr ments are disclosed as general administration. 


pose, it is to design and construct a facility at Canada Place to 
include a cruise ship terminal and a Canadian host pavilion for 
Expo 86 suitable to be converted to a trade and convention centre. 
In addition, the Corporation has the authority to manage and 
operate the facility at Canada Place, either by itself or with 
others, and organize, operate and manage the participation of the 
Government of Canada as exhibitor and host nation for Expo 86. 

The total cost of the facility at Canada Place, including the 
Canada Pavilion for Expo 86 and the cost to convert the Pavilion 
to a Trade and Convention Centre, is estimated at $229.4 million 
of which $157.4 million is expected to be contributed by the Gov- 
ernment, $22.8 million by the Vancouver Port Corporation in 
respect of the cruise ship terminal and $49.2 million from other 
sources. 

The Responsible Minister is to recommend to the Governor in 
Council prior to December 31, 1988 on the continued activities of 
the Corporation beyond that date. 


. Significant accounting policies 
Construction in progress 


All expenditures including those for acquisition, design, con- 
struction and administration for the permanent structures at 
Canada Place will be capitalized until the facility is fully devel- 
oped. Interest income is credited to construction in progress. 
Receipts from the sale of development rights, leaseholds and the 
Imax Theatre sponsorship are also deducted from the construction 
costs. 


Use of funds ers 
Deforredicosts (Note 4). cree ae. ce ete 40,939 7,861 3. Construction in progress 
Construction iniprogress\(INote 3) 2. as. ta eee ee 26,052 42,795 Cumu- Cumu- 
INCCOUNTS TECELV A DLe se crue etna eaten ac EE 1,554 2,947 lative to lative to 
68,545 53,603 March 31, March 31, 
Increase (decrease) im tUNnGSa screen eete eee 22,950 (305) 1989 1366 Ia88 
Cash and short-term investments (in thousands of dollars) 
Beginning tomy eaneree neta ttre meena eer rece 6,227 6,532 Site purchase... Gecccscwssecisieatecesssasens 3,731 3,731 
End! of yearres eee ih ee eerie eee Soe DONT mOee el Siteworks and substructure................. 18,417 (5S) 18,412 
= SES Et on Dh a a a aS Structuralisteeliese eee 14,895 14,895 
‘General'contract< ee 43,415 17,108 60,523 
NOTES TO FINANCIAL STATEMENTS Architects and consultants.................. 6,890 665 TESS 
MARCH 31, 1986 IA. COESS os sivasvererset oC RRR eT __ 8,545 2,275 10,820 © 
: os 95,893 20,043 115,936 
1. Authority and objectives Administration ......c:csssseeeeeee 5,262 2,053 7,315 
The Canada Harbour Place Corporation was incorporated on 101,155 22,096 123,251 
June 9, 1982 under the Canada Business Corporations Act. The Hessinterest inCOMme cms. 2,612 2,017 4,629 
Corporation is an agent of Her Majesty pursuant to the Govern- 98,543 20,079 118,622 
ment Companies Operation Act, and is named as an agency Trade and Convention Centre con- 
Crown corporation in Part I of Schedule C of the Financial version y sudayneqeuneae snus eseee coemenscccenateeateses 338 5,083 5,421 
Administration Act. The three shares issued and outstanding are Building management ..................0000 890 890 
all held in right of Canada by the Minister of Transport, the otal: Costs, €.ccc tec eee 98,881 26,052 124,933 
Responsible Minister with whom control of the Corporation lies. Less receipts 
ea: ‘ Lease agreements (Note 6)............. 29,838 1,000 30,838 
The Corporation is exempt from income taxes. Development agreement (Note 7).. 16,810 5,997 22,807 
The objectives of the Corporation are to act as a developer and Sponsorship agreement (Note 8) ... 5,000 5,000 
acquire, administer and dispose of land, and manage real property shotalreceiptstemesse tee eer 46,648 11,997 58,645 
for the Government of Canada in Vancouver, B.C. For this pur- Costs; netiofi receipts: eee 52,233 14,055 66,288 


Title to that part of the bed of Vancouver harbour on which the 
facility is located was transferred to the Corporation from Van- 
couver Port Corporation for one dollar and has been so recorded 
in site purchase costs. 


. Deferred costs 


Cumu- Cumu- 
lative to lative to 
March 31, March 31, 
1985 1986 1986 


(in thousands of dollars) 


Canada Pavilion costs 


IEXIDItry cee see nee 2,319 14,257 16,576 
Antrastructure.-2 eect ee 11,835 11,835 
Imax, Theatre: epee ee ticn 3,051 2,833 5,884 
General administration ................... 1,816 2,061 3,877 
Other construction: ....ee ese 82 3,424 3,506 
Cultural programs ................0:00005 235 2,750 2,985 
ublicatfairsweo. ns ee 423 1,631 2,054 
Operationss secre, ccs rere ees taceec 8 1,692 1,700 
Commissioner General.................... 2 456 458 
Motalideferred costs2-=..00s et 7,936 40,939 48,875 
Less deferred revenue 
Sponsorships eer eeces eve: 286 3,110 3,396 
Others) Sere ere ee 267 267 
Deferred costs, net of revenue ............ 7,650 37,562 45,212 
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CANADA HARBOUR PLACE CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


S} 


Shareholder’s Equity 


The capital stock of the Corporation comprises three shares 
authorized, issued and fully paid at $1 per share. Contributed 
capital increased during the year by $56.2 million (1984—$48.1 
million) all funding through appropriations under the Department 
of Transport. 


. Lease agreements 


In 1983, the Corporation entered into 99-year agreements with 
Tokyu Canada Corporation, for the lease of air rights at Canada 
Place to Tokyu. Under the terms of the agreements, Tokyu agreed 
to pay the Corporation an up front, non-refundable payment of 
$15 million for the air rights and $15.556 million for costs related 
to the construction of facilities to support office space and a hotel 
to be constructed by Tokyu within the air rights parcel. Closing 
costs of $.262 million and $.456 million of reimbursable costs 
resulted in net receipts of $29.838 million under this lease. Tokyu 
will also pay additional rent for its share of the common area and 
operating costs. 

In 1986, the Corporation entered into a twenty year agreement 
with Citicom Ltd. to operate the parking facilities at Canada 
Place. Citicom paid $1 million to the Corporation at the time the 
agreement was signed and will make monthly payments based on 
varying percentages of gross parking revenues. 


. Development agreement 


The Corporation executed a development agreement with the 
Vancouver Port Corporation to construct a cruise ship terminal 
for $22.8 million in the Canada Place project. 


. Sponsorship agreement 


The Corporation has entered into an agreement with Canadian 
National for rights respecting an Imax Theatre at Canada Place. 
The rights are for the sponsorship of the film “Transitions” and 
for the theatre to be named the ““CN Theatre” for a period of 40 
years commencing May 2, 1986. In return for these rights, CN 
has paid the Corporation $5 million which has been allocated 
wholly against construction costs. 


. Contractual obligations 


At March 31, 1986, the construction and related costs to com- 
plete the project including conversion costs are estimated at $52 
million of which approximately $11 million has already been com- 
mitted. 


. Commitment—Trade and Convention Centre 


During the year the Government of Canada and the Province of 
B.C. signed an agreement in principle in which the Province of 
B.C. will take over and operate the Trade and Convention Centre 
starting in July 1987. It is expected that the Corporation will 
negotiate and conclude a detailed agreement with B.C. Place 
Limited representing the Province of B.C. 

Under the signed agreement in principle, the Government of 
Canada agreed to do the following: 

¢ Complete construction and outfit the Trade and Convention 
Centre at the Corporation’s cost which is estimated to be $15 
million. 

e Pay $1 million to the Province of B.C. in July 1987. 

e Lease to the Province of B.C., at a nominal consideration of 
$1, space in the Canada Place project for the Trade and Con- 
vention Centre including pre-function areas, meeting rooms 
and retail space for a term of 20 years with renewal options 
for three successive similar terms. 


itil. 


12. 


13% 
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Long-term lease commitments 


The Corporation has entered into long-term lease agreements 
for office space and the Imax projection system. The future mini- 
mum lease payments by fiscal year are as follows: 


(in 
thousands 
of 
dollars) 
Mf fee ac rare no I Per a ESIC he Ach Setar a sca ee ee $54 
N98 8 verre Reins CIN SA ot PL Oe eee Ra pena cs 740 
19 8 Orr Seis cscseiloos Severe Sec ee a 162 
SSS) 0) Se ea RN AP RE Ra eee 162 
NS hee ae aie on ae aR OR tN AS Sacer deere) 162 


Retirement plan 


Because of the term nature of the project, the Corporation has 
agreed to make annual payments for certain employees to retire- 
ment plans of their choice and to provide for a retiring allowance 
to senior officers. These benefits are equivalent to 84% of the 
annual salary for each of these employees and officers. 


Related party transactions 


The Corporation is related in terms of common ownership to all 
Government of Canada created departments, agencies and Crown 
corporations. 

The Corporation is dependent on the Government of Canada 
for working capital and to finance expenditures. 

All significant related party transactions are disclosed in Notes 
3, 5, 7 and 8. Certain components of the Canada Pavilion and 
increased federal activities in support of Expo ’86 that have been 
provided directly by departments, agencies and Crown corpora- 
tions are not reflected in these financial statements. The Corpora- 
tion also enters into transactions with departments, agencies and 
Crown corporations in the normal course of business. 
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SUMMARY PAGE 


CANADA LANDS COMPANY LIMITED 


MANDATE 
The Canada Lands Company Limited has the mandate to hold certain leases for a property in London, England and 
two properties on Indian reserves in Canada. It is also the shareholder in three subsidiary corporations. 


BACKGROUND 
Formerly the Public Works Lands Company, the corporation’s main efforts recently have been concentrated within 
subsidiaries with operations at Le Vieux-Port de Montréal, Vieux-Port de Québec, and Mirabel, respectively. 


CORPORATION DATA 


HEAD OFFICE Sir Charles Tupper Building 
Confederation Heights 
Riverside Drive 
Ottawa, Ontario 


K1A 0M2 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
DATE AND MEANS (March 7, 1956) by letters patent; reorganized under the Canada 
OF INCORPORATION Corporations Act, September 19, 1977. Certificate of Continuance 


under Canada Business Corporations Act July 7, 1981. | 


AUDITOR The Auditor General of Canada 
FINANCIAL SUMMARY (§ million) The financial year ends March 31. | 


The data presented relate respectively to the parent corporation (Canada Lands Company Limited) and its three | 
subsidiaries: Canada Lands Company (Mirabel) Limited, Canada Lands Company (Le Vieux-Port de Montréal) | 
Limited and Canada Lands Company (Vieux-Port de Québec) Inc. 

1985-86 1984-85 1983-84 1982-83 | 


(restated ) 
At the end of the period 
Total Assets 
= PALEMt CORPOTALIOT in ote. ce ee i NR ne elo nil nil nil nil 
= Mira pelbconporauiOn., cnc en tence te ee ae oy 5.0 4.8 1.8 
=— MongrealsCorpora tion sig. t:ccgera,cetteuss tneot Sac cece aies see Sa 1c 577 1.8 1.1 
ei Quebee Corpora trons th wise. semen Mee Beste sauces eee 2.0 13 14.5 2.0 
Obligations tothe private’ sector ein, mes. ee. os oe — nil nil nil 
Obligations to Canada, net 
aos DAREN UL COLDOMALOU eet ura Aimscc sk. cl gues aoe ca casai gs icaes eee nil nil nil nil 
pea Mira bDelicorporathoniany ciccee astern tikes tie aaee cannes eee 13 4.3 4.1 0.7 
== Montréal: corporation ivi. sai be Gowers feos nil (1.8) 0.1 negl. 
= (QUEDEC COLPOFA COM cores et co ede tea ces sescssure 13 0.3 (1.5) (0.7) 
BUitycOL Canada cncseae ee cee cant eee eee ee nil nil nil nil 
Cash from Canada in the period 
eer D CLARE 7 ite s.ckc ems hasaees yn uaesauvavdeneh Sad Sante ee nil nil nil nil 
— budgetary 
=—=Parent COrpOraiOn: o...4 Ph cere eee ee ee a coos nil nil nil nil 
a NEIEADELCOLDOLAliON \.. vaste terrane eee melee eee 8.0 8.1 j Wy Ws 9 
Pa VION Feat COrDOLA LION 7... cee ae eee aes cee ae 6.0 31.8 12.6 6.3 
a ChUCDECCORPOLALION s Sere ae teeters hs ee SD 27.0 eo 19:3 
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CANADA LANDS COMPANY LIMITED 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEARS ENDED MARCH 31, 1982 TO 1986 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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CANADA LANDS COMPANY LIMITED—Continued 
APPENDIX 1 

CANADA LANDS COMPANY (MIRABEL) LIMITED 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Mirabel) Limited as at March 31, 1986 and the statement of transac- 
tions for the year then ended. My examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation, as well as the agreement between the 
Corporation and Her Majesty in Right of Canada represented by the 
Minister of Public Works. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 18, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
LOEW ahead eccrine ann, se eam Sea eter ghee hi Se 1,786,323 3,674,379 FACCOUNES Pa Va DIG errs cere serene ee Ne et 645,326 652,640 
INCCOUNTSINECelV a Ole wictenes renner een ee aeren nner 1,386,952 1,337,509 Deposits on sales of properties awaiting approval ......... 1,215,685 84,171 
Due to Minister of Public Works (Note 3) .............000. 793,944 1,428,820 
Due to Receiver General for Canada (Note 4) ............. $18,320 2,846,257 


“3,173,275 5,011,888 
SHAREHOLDER’S EQUITY 
Gapitalistocki(INotesS en ne ete eer ce 
3,173,275 5,011,888 3,173,275 5,011,888 
Approved by the Board: 


PIERRE HARDY 
Director 


RICHARD BERGERON 
Director 
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CANADA LANDS COMPANY LIMITED—Continued 


APPENDIX 1—Continued 


CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 


STATEMENT OF TRANSACTIONS 


CARRIED OUT AS AGENT AND ON BEHALF OF THE 


MINISTER OF PUBLIC WORKS 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 
$ 
Expenditures 
Expenditures incurred for goods received or ser- 
| vices rendered 
| Property appraisal wenn ek 2,510,541 
may ages and benefits ee 2 ee Aen eset 2,442,246 
Establishment of cadastres ............0.cc::cccccescesseeeeees 917,903 
Materials and maintenance contracts ................. 841,159 
BLOLessiOnal SCLVICES os eer reas eke eke 680,012 
TTT Ra li as dee nt eA sre ae eee ee eee SSIES PA! 
BUDIICUCLUILICS Pentre teen eT OT er cre 108,333 
Ofiicesupplieswernsecer etree re et 96,166 
IASTIEA ie Se ee ee 8 eos oP eee 2 2 a 82,674 
| 8,230,557 
ECADItAleee ete erated Se) kee. NNR 539,445 
_ Employment program—Job creation.................... 
eee ce iie wi Nn ee ePect PN tc rar 8,770,002 
Proceeds from other than the direct use of fixed 
assets 
Interest, related principally to the receipt of 
parliamentary appropriations in advance of 
| TICCS Pen ee ar eee, are ctr See ee 260,232 
MemOvther DLOcceds tren ann ere ee, 
260,232 
Net expenditures to be funded (Note 3) ........00..... 8,509,770 
Cumulative net expenditures since April 9,1981 .. 47,022,189 


STATEMENT OF TRANSACTIONS 


MINISTER OF PUBLIC WORKS 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 
$ 

Proceeds from the direct use of fixed assets 
tA Sree eee eraser cs ecere tone searetse Saat 2,688,892 
BEES OL DLODELLLCS fee aa ssactece an eee rec racer vc sessieltcones 475,796 
BEING Teme ear oe orc reeriss ee deste eaecas as eee Mace sane 183,193 
Milotalito be remitted (Note 4) .c.....-.cecceeeeecseeneeeee 3,347,881 
Cumulative direct proceeds since April 9, 1981 ..... 29,333,660 
Excess of net expenditures over direct proceeds 

(excess of direct proceeds over net expenditures) 
MMIATRU DG VERT ocr ath igh asaesdcstseaatursatines eae tae asians 5,161,889 
Cumulative since April 9, 1981 ............-.:ceccsccseseseeees 17,688,529 


1985 
$ 


716,557 
3,626,266 
325,108 
810,202 
651,526 
436,898 
321,440 
277,424 
53,562 
7,218,983 
408,911 
300,011 


7,927,905 


207,064 
36,229 


243,293 
7,684,612 


38,512,419 


CARRIED OUT AS AGENT AND ON BEHALF OF THE 


1985 
$ 


3,545,066 
5,101,154 
95,390 


8,741,610 


25,985,779 


(1,056,998) 


12,526,640 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1986 


1. Authority and activities 


Canada Lands Company (Mirabel) Limited was incorporated 
on April 9, 1981 under the Canada Business Corporations Act 
and is a wholly-owned subsidiary of Canada Lands Company 
Limited, a Crown corporation named in Part I of Schedule C to 
the Financial Administration Act. 

Effective July 1, 1981, pursuant to an agreement between the 
Corporation and Her Majesty in Right of Canada represented by 
the Minister of Public Works, the Corporation is responsible for 
administering and developing a part of the peripheral lands of 
Mirabel in order to ensure a normal living environment for resi- 
dents of the lands while safeguarding the operations of the Mira- 
bel International Airport. The Corporation fulfills this responsi- 
bility in the name and for the account of the Minister of Public 
Works who continues to hold title to the fixed assets for the ben- 
efit of Her Majesty. On May 21, 1982, the Privy Council author- 
ized the sale of certain properties; on February 23, 1984, it 
authorized the disposition of the remaining properties within the 
territory under its responsibility. On September 19, 1984, a 
moratorium suspended the sales programme; the Privy Council 
authorized the resumption of the sales from June 11, 1985 under 
revised terms and conditions approved by the Treasury Board. 


2. Significant accounting policies 


(a) Financial statements presentation 


The statements present transactions carried out by the Cor- 
poration as agent and on behalf of the Minister of Public 
Works. All expenditures, net of proceeds from other than the 
direct use of fixed assets, are reimbursable to the Corpora- 
tion. Proceeds from the direct use of fixed assets, principally 
rentals and sales of properties, are payable to the Receiver 
General for Canada. 


Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


(b 


— 


Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. 


(c 


— 


Sales of properties 


Sales of properties are recognized when title passes to buyers 
and the Corporation is entitled to receive the amount of the 
proceeds. 


(d) Pension plan 


All employees of the Corporation participate in the superan- 
nuation plan administered by the Government of Canada. 
The employees and the Corporation contribute equally to the 
cost of the plan. The Corporation’s contributions, represent- 
ing its total liability, are recorded on a current basis. 
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CANADA LANDS COMPANY LIMITED—Continued 
APPENDIX 1—Continued 


CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1986—Concluded 


3. Due to Minister of Public Works 


1986 1985 
$ $ 
Balance at beginning of the year 0.0.0.0... eee 1,428,820 1,036,723 
Net-expenditures :5.. 2.2061) Seen eee SR, Pee 8,509,770 7,684,612 
7,080,950 6,647,889 
Reimbursements: .:...0t24sc soe oon tae 172,106 23,302 


7,253,056 6,671,191 
Less: funds drawn from Department of Public 
Works Vote 35 (Vote 60 in 1985) for 
Canada Lands Company (Mirabel) 


Bimited re secs cee re teers 8,047,000 7,800,000 
funds drawn from Treasury Board Vote 
10 for Employment initiatives program . 300,011 
8,047,000 8,100,011 
Balanceratiendiofitheiyeatrerce serene re reer 793,944 1,428,820 


. Due to Receiver General for Canada 


1986 1985 
$ $ 
Balance at beginning of the year..................0.. 2,846,257 2,764,395 
Direct: proceedssn neers nce ree 3,347,881 8,741,610 


6,194,138 11,506,005 
Remittances to the Consolidated Revenue 
[AIST C0 De Be eee eee ye oe Aaa Oa RGRRE OR Eee 5,675,818 8,659,748 


Balancejatiend/ofithetyear sesees eee. $18,320 2,846,257 


. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada, which may not be 
transferred without the consent of the Governor in Council. The 
authorized share has been issued in consideration of services ren- 
dered. 


. Contingency 


Legal action has been instituted against the Corporation, the 
Attorney General of Canada, the Minister of Transport and the 
Minister of Public Works by some of the original Mirabel prop- 
erty owners who are asking to have the 1969 expropriation 
declared invalid. In this context, a number of lessees have ceased 
to remit their rent to the Corporation. On March 27, 1985, a 
protocol of understanding was entered into with representatives of 
the original property owners whereby the parties undertake to dis- 
continue all litigation actions between them. This protocol was 
approved in principle by the Privy Council on June 11, 1985. 
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CANADA LANDS COMPANY LIMITED—Continued 
APPENDIX 1—Continued 

CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 
AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Mirabel) Limited as at March 31, 1985 and the statement of transac- 
tions for the year then ended. My examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1985 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, the charter and by-laws 
of the Corporation, as well as the agreement between the Corporation 
and Her Majesty in Right of Canada represented by the Minister of 
Public Works. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 14, 1985 


BALANCE SHEET AS AT MARCH 31, 1985 


ASSETS 1985 1984 

$ $ 
HESSIAN oe 3,674,379 3,918,258 
BRCCOUN{S I ECEIVA DIC Sen ee ee et eee tecy. tet tea ea 1,337,509 876,607 


5,011,888 4,794,865 
Approved by the Board: 


RICHARD BERGERON 
Director 


PIERRE HARDY 
Director 


LIABILITIES 


Accounts payable........ 


Deposits on sales of properties awaiting approval ......... 
Due to Minister of Public Works (Note 3) ............0....... 
Due to Receiver General for Canada (Note 4) .............. 


SHAREHOLDER'’S EQUITY 


Capital stock (Note 5) 


1985 
$ 
652,640 
84,171 


1,428,820 
2,846,257 


5,011,888 


5,011,888 


75 


1984 
$ 
679,307 
314,440 
1,036,723 
2,764,395 


4,794,865 


4,794,865 
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CANADA LANDS COMPANY LIMITED—Continued 
APPENDIX 1—Continued 
CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 


STATEMENT OF TRANSACTIONS NOTES TO FINANCIAL STATEMENTS 
CARRIED OUT AS AGENT AND ON BEHALF OF THE AS AT MARCH 31, 1985 

MINISTER OF PUBLIC WORKS aS. 

FOR THE YEAR ENDED MARCH 31, 1985 1. Authority and activities 


Canada Lands Company (Mirabel) Limited was incorporated 
on April 9, 1981 under the Canada Business Corporations Act 


1985 1984 and is a wholly-owned subsidiary of Canada Lands Company 
$ $ Limited, a Crown corporation named in Part I of Schedule C to 
Expenditures the Financial Administration Act. 
Ee eeacitareetincurred’ for!soodsireceivedioriser! Effective July 1, 1981, pursuant to an agreement between the 
Viceclrendered Corporation and Her Majesty in Right of Canada represented by 
Waees and, benefits... dca turanedcmer aaeteee 3,626,266 3,376,723 the Minister of Public Works, the Corporation is responsible for 
Materials and maintenance contracts .................. 810,202 1,339,446 administering and developing a part of the peripheral lands of 
Property appraisal vccce reece eee. 716,557 293,501 Mirabel in order to ensure a normal living environment for resi- 
Professionalisenvicess eee rete ere eee 651,526 773,158 dents of the lands while safeguarding the operations of the Mira- 
Gomera .o....ececssessvsssssseeeeeeenisiiensnssnneeeeeesensiseennen 436,898 321,517 bel International Airport. The Corporation fulfills this responsi- 
Fee nee Of CADASETES ...-nesesstseressesctesie ee Mae pee bility in the name and for the account of the Minister of Public 
Ollice Supplies ew ee 277,424 404,895 Works who continues to hold title to the fixed assets for the ben- 
Rentals eee me cre orc eee eh oreen erer 53,562 47,143 efit of Her Majesty. On May 21, 1982, the Privy Council author- 
7.218.983 7,070,056 ized the sale of certain properties; on February 23, 1984, it 
Capital. eacanken Recmounl fin Count. 408,911 1,395,027 authorized the disposition of the remaining properties within the 
Employment program—Job creation .................+. 300,011 2,252,805 territory under its responsibility. On September 19, 1984, a 
Total cg cts ok eee ee Re See tere, Ant Fe 7,927,905 10,717,888 moratorium suspended the sales programme; the Privy Council 
= see ST authorized the resumption of the sales from June 11, 1985 under 
Proceeds frombother thanttherdirectiuserohi taxed revised terms and conditions approved by the Treasury Board. 
assets ° . ‘ cho 
Interest, related principally to the receipt of 2. Significant accounting policies 
oie pat appropriations in advance of (a) Financial statements presentation 
Other proceeds. occu Taga 85222 The statements present transactions carried out by the Cor- 
243,293. 506,922 poration as agent and on behalf of the Minister of Public 
Net expenditures to be funded (Note 3) ooc.ccccc.. 7,684,612 10,210,966 Works. All expenditures, net of proceeds from other than the 


direct use of fixed assets, are reimbursable to the Corpora- 
tion. Proceeds from the direct use of fixed assets, principally 
rentals and sales of properties, are payable to the Receiver 
General for Canada. 


Cumulative net expenditures since April 9, 1981... 38,512,419 30,827,807 


Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


(b) Expenditures of a capital nature 

Expenditures of a capital nature represent costs which sig- 
STATEMENT OF TRANSACTIONS nificantly ee ae bees a extend the useful lives of 
CARRIED OUT AS AGENT AND ON BEHALF OF THE Ee asd det Lah ae er eC 
MINISTER OF PUBLIC WORKS (c) Sales of properties 
SOLS LESS SLES RS aie Eos Sales of properties are recognized when title passes to buyers 

and the Corporation is entitled to receive the amount of the 

1985 1984 proceeds. 
$ $ (d) Pension plan 
Proceeds from the direct use of fixed assets All employees of the Corporation participate in the superan-— 
cae see eeeeenenes Besse onseay RP ness seaaanieen aa ne gach te Rare nr ae 3,545,066 pe nuation plan administered by the Government of Canada. | 
oe ODORS cries tect est Gaaetr peare aa rs 5 eer 644,006 The employees and the Corporation contribute equally to the 
ld ee ae cost of the plan. The Corporation’s contributions, represent- 

Totalitoibeiremitted|(INote:4 mene ee 8,741,610 11,280,788 ing its total liability, ave recorded on a cucredti basic: 
Cumulative direct proceeds since April 9, 1981 ..... 25,985,779 17,244,169 


Excess of net expenditures over direct proceeds 
(excess of direct proceeds over net expenditures) 


Bor thesyear scence acs epee renee ee (1,056,998) (1,069,822) 


Cumulativesince’AprillOstOS lien ucacc cece es 12,526,640 13,583,638 
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CANADA LANDS COMPANY LIMITED—Continued 
APPENDIX 1—Concluded 
CANADA LANDS COMPANY (MIRABEL) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1985—Concluded 


3. Due to Minister of Public Works 


1985 1984 
$ $ 
Balance receivable (payable) at beginning of 
te Vea Rectan ens aien ences wrery treet (1,036,723) 486,615 
Adjustment for prior years’ proceeds from 
other than the direct use of fixed assets ..... 506,499 
(1,036,723) (19,884) 
INGO XPONGICULCS scene er re ee ee 7,684,612 10,210,966 
6,647,889 10,191,082 
IRELMOUTSEMENUS ere ere erte eta reccatsasteeits. 23,302 


6,671,191 10,191,082 
Less: funds drawn from Department of Pub- 
lic Works Vote 60 (Vote 45 in 
1984) for Canada Lands Com- 
pany (Mirabel) Limited ................... 7,800,000 8,975,000 
funds drawn from Treasury Board 
Vote 10 for Employment initiatives 


DIORT AT en reece tee ae 300,011 2,252,805 
8,100,011 11,227,805 
Balance payable at end of the year.................. 1,428,820 1,036,723 


4. Due to Receiver General for Canada 


1985 1984 
$ $ 
Balance at beginning of the year..........0........ 2,764,395 918,149 
Adjustment for prior years’ proceeds from 
other than the direct use of fixed assets ..... $06,499 
2,764,395 411,650 
DIKE Ct PROCCCUS smarts teeny AN essere corssreesseseacis 8,741,610 11,280,788 
11,506,005 11,692,438 
Remittances to the Consolidated Revenue 
UNG err ene rrr snes 8,659,748 8,928,043 
Balance Aten. one Vater ensc scenes 2,846,257 2,764,395 


5. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada, which may not be 
transferred without the consent of the Governor in Council. The 
authorized share has been issued in consideration of services ren- 
dered. 


6. Contingency 


Legal action has been instituted against the Corporation, the 
Attorney General of Canada, the Minister of Transport and the 
Minister of Public Works by some of the original Mirabel prop- 
erty owners who are asking to have the 1969 expropriation 
declared invalid. In this context, a number of lessees have ceased 
to remit their rent to the Corporation. On March 27, 1985, a 
protocol of understanding was entered into with representatives of 
the original property owners whereby the parties undertake to dis- 
continue all litigation actions between them. This protocol was 
approved in principle by the Privy Council on June 11, 1985. 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED 


AUDITOR’S REPORT 


THE HONOURABLE ROCH LA SALLE, P.C., M.P. 
MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company (Le 
Vieux-Port de Montréal) Limited as at March 31, 1986 and the state- 
ment of transactions for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I considered 
necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the charter 
and by-laws of the Corporation, as well as the agreement between the 
Corporation and Her Majesty in right of Canada represented by the 
Minister of Public Works. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 23, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 


ASSETS 1986 1985 


$ $ 


Cash and temporary investments, at cost (approxi- 


matesimarkeGvalue)merwie cnet cee eee 1,544,657 3,858,960 
Accounts:receivablery co eve ne ree en 44,000 107,406 
Due from Minister of Public Works (Note 3)................ 1,451,420 
Due from Receiver General for Canada (Note 4) ......... 288,795 284,343 
Prepaldiex pensesmectemrnce eee etn ee ne nee 15,072 8,218 

1,892,524 5,710,347 


LIABILITIES 1986 
$ 

AN ccountsipa ya DIG mere ce ees tet ena ree 1,607,019 
Due to Minister of Public Works (Note 3)...............000: 285,505 

1,892,524 
SHAREHOLDER’S EQUITY 
Capitalistock:(Note:s) heen ee erent en eee 

1,892,524 


1985 
$ 


5,710,347 


5,710,347 


5,710,347 | 


Approved by the Board: 


ROGER BEAULIEU 
Director 


BENOIT LEMAY 
Director 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED—Continued 


STATEMENT OF TRANSACTIONS 

CARRIED OUT AS AGENT AND ON BEHALF OF THE 
-MINISTER OF PUBLIC WORKS 
FOR THE YEAR ENDED MARCH 31, 1986 


| 1986 1985 
$ $ 
Expenditures 
Operating 
ermanentspersonnel seer oer neces: 827,769 805,856 
Maintenance Olpropertyae ete ee ae: 737,856 493,777 
PRCINIEIIS CLA LION cee tee ts eee ee sctagtac 393,049 464,134 
BRC OMMUNICALIONS cosas veses aces se aressiss terry oc ensarsnneseseesee 359,156 692,595 
Mem brofessional ServiCess.rscn ce srrceceren cers s-ssessts 201,996 77,804 
Bade bie se errr eee rere nest nets 130,223 
2,650,049 2,534,166 
Bema) Cah] eta ee te ee oe ee ort Beata Pda sts aaientuiey 4,404,754 29,066,216 
‘Communications and culture program.............0..00:. 262,291 
Ba ae cs eed ncaa ara scesen tec ntact etcordcdarsstssesteercvonve 7,054,803 31,862,673 
Proceeds from other than the direct use of fixed 
assets 
Interest, related principally to the receipt of 
parliamentary appropriations in advance of 
TC CUS eee ee ei ln AUG nin a tig 310,524 508,949 
ROONICESSIONS He ore eras ear ee eee 74,957 TEYISS 
OUR Cree en ee ee ee 279 65,256 
| 385,760 649,360 
Net expenditures to be funded (Note 3)... 6,669,043 31,213,313 
‘Cumulative net expenditures since November 26, 
(ENT SiS seca epee rar err aeoreeeee ares $7,234,895 50,565,852 
| —— 
‘Proceeds from the direct use of fixed assets 
Rentals to be remitted (Note 4).........0...c ce 109,142 142,220 
Cumulative direct proceeds since November 26, 
“(OXBIY passe tere och cot ieee ees eeecee aaa ee eee 428,161 319,019 
Excess of net expenditures over direct proceeds 
OTALTC VGA Mtr eters ee ee ec rae 6,559,901 31,071,093 
‘Cumulative since November 26, 1981 ...........00000 56,806,734 50,246,833 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1986 


1. Authority and activities 


Canada Lands Company (Le Vieux-Port de Montréal) Limited 
was incorporated on November 26, 1981 under the Canada Busi- 
ness Corporations Act and is a wholly-owned subsidiary of 
Canada Lands Company Limited, a Crown corporation named in 
Part I of Schedule C to the Financial Administration Act. 

Effective February 1, 1982, pursuant to an agreement between 
the Corporation and Her Majesty in Right of Canada represented 
by the Minister of Public Works, the Corporation is responsible 
for developing and for promoting the development of the lands of 
Le Vieux-Port de Montréal, and for administering, managing and 
maintaining the property of Her Majesty located therein. The 
| Corporation fulfills this responsibility in the name and for the 
{ account of the Minister of Public Works who continues to hold 
title to the fixed assets for the benefit of Her Majesty. 


2. Significant accounting policies 


(a) Financial statement presentation 


(b) 


(c) 


The statements present transactions carried out by the Cor- 
poration as agent and on behalf of the Minister of Public 
Works. All expenditures, net of proceeds from other than the 
direct use of fixed assets, are reimbursable to the Corpora- 
tion. Proceeds from the direct use of fixed assets, principally 
rental revenues, are payable to the Receiver General for 
Canada. 

Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. They also 
include costs of demolishing structures. 


Employee termination benefits 


On termination of employment, employees of the Corpora- 
tion are entitled to certain benefits provided for under the 
salary administration policy of the Corporation. The cost of 
these benefits is recorded in the year in which they are 
earned by the employees. The estimated liability resulting 
from this policy is included in accounts payable. 


(d) Retirement savings plan 


The Corporation has established a group retirement savings 
plan under which a single trust was established with a private 
sector organization in order to accumulate contributions to 
provide a retirement income for the employees through 
individually registered retirement savings plans. All contribu- 
tions are paid by the employees, the Corporation acting solely 
as an agent without incurring any liability. 


. Due from (due to) Minister of Public Works 


1986 1985 
$ $ 
Balance due from (due to) at beginning of 
the Vea Te eee eee me nrc Nees 1,451,420 (16,764) 
Adjustment for prior years’ proceeds from 
other than the direct use of fixed assets ... (385,838) 
(402,602) 
INetiexPend [Gtires remem see acento 6,669,043 SEQ 5 1h) 
8,120,463 30,810,711 
Less: 


Funds drawn from Department of Public 


Works for Canada Lands Com- 
pany (Le Vieux-Port de Montréal) 


Limited 
Voter OinilO8 Siemens accra 2,512,000 29,097,000 
Vote Stine! 9S Omen tena eter. 6,029,350 


Funds drawn from Department of Com- 


munications Vote 10, for communica- 
tions and culture program................... 262,291 


Reimbursementsjeece es ence: ee eee (135,382) 


8,405,968 293595291 


Balance due from (due to) at end of the 
Go caso as erenecdarcnen sect ase ee aR EC naT (285,505) 1,451,420 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1986—Concluded 


4. Due from (due to) Receiver General for Canada 


nN 


—~ 


1986 1985 
$ $ 


Balance due from (due to) at beginning of the year .. 284,343 (74,612) 
Adjustment for prior years’ proceeds from other than 


the direct use of fixed assets. ....:......0:.scseecceeceesesesseses 385,838 
311,226 

Direct proceeds jac ses ee tena te rere ot eens 109,142 142,220 
175,201 169,006 

Remittances to the Consolidated Revenue Fund ......... 113,594 115,337 
Balance due from at end of the year.................ccccee 288,795 284,343 


. Capital stock 


The Corporation is authorized to issue a single share, to be held 
in trust for Her Majesty in Right of Canada, which may not be 
transferred without the consent of the Governor in Council. The 


authorized share has been issued in consideration of services ren- 
dered. 


. Public consultation 


Expenditures incurred during the year for the public consulta- 
tion on the development on the lands amount to $527,000 of 
which $407,000 were charged to capital and $120,000 to operat- 
ing. 


. Comparative figures 


The 1985 figures have been reclassified in order to conform 
with this year’s presentation. 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC. 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1986 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Continued 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Vieux-Port de Québec) inc. as at March 31, 1985 and 1984 and the 
statements of operations, deficit, and retained earnings and of transac- 
tions for the years ended March 31, 1985 and 1984. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1985 and 1984 and the 
results of its operations and the changes in its financial position for the 
years then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


I further report that, in respect of the year ended March 31, 1984, in 
my opinion, proper books of account have been kept by the Corpora- 
tion, the financial statements are in agreement therewith and the 
transactions that have come under my notice have been within its 
statutory powers. Further, in respect of the year ended March 31, 
1985, in my opinion, the transactions of the Corporation that have 
come to my notice during my examination of the financial statement 
have, in all significant respects, been in accordance with the Financial 
Administration Act and regulations, the charter and by-laws of the 
Corporation and the agreement between the Corporation and Her 
Majesty in Right of Canada represented by the Minister of Public 
Works. 


I wish to bring to your attention certain aspects of the Corporation’s 
financial participation in the festive event which took place in Quebec 
City during the summer of 1984 in order to commemorate the arrival 
of Jacques Cartier in Canada, as described in Note 8 to the financial 
statements: 


BALANCE SHEETS AS AT MARCH 31, 1985 AND 1984 


LIABILITIES 1985 1984 | 


Approved by the Board: 


ASSETS 1985 1984 
$ $ 

Cash and temporary investments..............c.:::c00ce 2,414,460 8,579,153 
Accounts receivable: (INOte)S) san eee eee 1,085,825 1,221,629 
Due from Minister of Public Works (Note 4)......... 242,329 
Due from Receiver General for Canada (Note 5)... 67,540 704,354 
Eixediassets)(Notei6)iate er ee eee 3,693,450 3,782,575 

7,261,275 14,530,040 
ROBERT LABBE 
Director 
COLETTE SAVARD 


Director 


— the submission made to the Treasury Board for the repurchase of 
assets of the corporation Quebec 1534-1984 or to reimburse it for 
certain immovable assets did not bring out the existence of a proto- 
col of general understanding signed with that corporation, which 
provided for the transfer of assets to the Corporation without any 
compensation becoming payable. Further, the submission did not 
specify the basis for setting the value of the assets to be thus 
acquired. In my opinion, they constituted essential elements for 
arriving at a decision based on all pertinent facts and they were not 
provided to the Treasury Board. | 


— the Corporation has contracted to remit the sum of $1,977,469, for 
the repurchase of assets of the corporation Quebec 1534-1984 and 
to reimburse it for certain immovable assets, on the basis of bundles 
of papers constituted principally of purchase orders rather than 
invoices, and without considering their value to the Corporation. A 
representative of the Corporation has estimated the value to the 
Corporation of these assets at a maximum of $600,000. I conclude 
that the Corporation has paid excessive prices for assets of ques- 
tionable value which, under the protocol of general understanding, 
would have reverted back in any event to the Corporation at no 
cost; 


— without being bound to do so and without the Treasury Board’s 
approval, the Corporation has discharged debts amounting to 
$429,876 of a third party, namely the corporation Quebec 1534- 
1984. 


Consequently, in my opinion, the Corporation has not managed its 
financial resources, in respect of the foregoing in this paragraph, with 
due regard for economy. 


Kenneth M. Dye, F.C.A 
Auditor General of Canada’ 


Ottawa, Canada 
August 27, 1985 


$ $ 

Accounts payable. nici. nessa attr nre nee noe. 2,995,822 10,740,791 
Due to Minister of Public Works (Note 4).............. 460,536 

3,456,358 10,740,791 | 
SHAREHOLDER’S EQUITY 
Capitalistocks(NOte i) cere emer eer temas 
Gontributedisurplustence- eee eee ere eae 3,790,000 3,790,000 
Retainediearnings: (Deficit) = eee ne eee ene, 14,917 (751) 

7,261,275 14,530,040 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Continued 


STATEMENTS OF OPERATIONS, DEFICIT 
AND RETAINED EARNINGS 

FOR THE YEARS ENDED MARCH 31, 

1985 AND 1984 (NOTE 1) 


1985 

| $ 
reniisis ene cemicmad! sity mrt aiecin in “em ¢ tq 10 408,335 
DE Preciation wmmemse seek. Letters. Aeereinter esis an Ric netortone 89,125 
Repairs andsmaincenanceme mime. eerste ces. heee eee eee 45,244 
RACAUIN Sta NGSELVICES meme crs eae) rake tees seessaus cess omen et 145,616 
METANtSHNVCWLOL TAX Sere crac tees nave hace sheces cow sc scenes 112,682 
392,667 
IN CLATICOMEs(1ZOSS) ates ee etic. enue eee dace dd. cee 15,668 
Deficiizatiberinningiol thew veat ta. secs occ eer 751 
Retained earnings (Deficit) at end of the year oo... 14,917 


STATEMENTS OF TRANSACTIONS 
CARRIED OUT AS AGENT AND ON BEHALF OF 
THE MINISTER OF PUBLIC WORKS 
FOR THE YEARS ENDED MARCH 31, 1985 AND 1984 


Proceeds from other than the direct use of fixed 
assets 

Interest, related principally to the receipt of 

parliamentary appropriations in advance of 


Needs: Bitte se peed SEI OM 20) ra 258,720 
Wtherproceedsit. shi. Aetna. I RGU 320 
259,040 


) Net expenditures to be funded (Note 4) 0.0.0.0... 


Cumulative net expenditures since April 9, 1981 ... 


Proceeds from the direct use of fixed assets 


(Note 5) 
RONCAIS cs ER NE AOE CN STA an er 636,814 
Cumulative direct proceeds since April 9, 1981...... 1,021,051 


xcess of net expenditures over direct proceeds 
Borithe year °..,...;..aat aot iart epi on teh ee 


‘Cumulative since April 9, 1981 ..........0.c cece 


1985 
$ 
Expenditures 
Expenditures incurred for goods received or ser- 
vices rendered 
Operating 
Public affairs and animation .........0...0...0cccccc- 1,188,875 it 
Administration, finance and property ............. 2,686,504 
Management’s office and executive vice-pres- 
IDEN three ee es ete ere ee oR T: 541,085 
Planning and development .........0....0..0.:cccces 296,946 
4,713,410 2, 


COTTA ee Seve ero ean a ee eee eee ee 18,132,436 29, 
Employment program—Job creation .................. 19,584 
Wuebec lI534-1984 (Note 8) ieccigei recess eres. 3,407,345 


20)2 12m. 


26013735" 32, 
89,135,484 63, 


25,3692 iS 2s 


88,114,433 62, 


1984 
$ 
31,708 
7,425 
4,285 
WIES95 
9,154 


32,459 
(751) 


(751) 


1984 


113,160 
771,534 


501,701 
355,661 


742,056 
486,026 
685,350 


913,432 


371,644 
99,806 


471,450 
441,982 


121,749 


163,897 


384,237 


278,085 


MSH Se 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1985 AND 1984 


1. Authority and activities 


Canada Lands Company (Vieux-Port de Québec) Inc. was 
incorporated on April 9, 1981 under the Canada Business Corpo- 
rations Act and is a wholly-owned subsidiary of Canada Lands 
Company Limited, a Crown corporation named in Part I of 
Schedule C to the Financial Administration Act. 


Effective August 1, 1981, pursuant to an agreement between 
the Corporation and Her Majesty in Right of Canada represented 
by the Minister of Public Works, the Corporation is responsible 
for the implementation of a general development plan for the 
lands of the Vieux-Port de Québec under its jurisdiction and for 
administering, managing, promoting and operating such lands and 
their developments. The Corporation fulfills this responsibility in 
the name and for the account of the Minister of Public Works 
who continues to hold title to the fixed assets for the benefit of 
Her Majesty. 


Effective February 9, 1984, the Corporation is responsible for 
its own account for the management, charge and direction of a 
parcel of land together with the improvements thereon which has 
been transferred to it, subject to certain limiting conditions, by 
order of the Governor General in Council. 


2. Significant accounting policies 


(a) Financial statements presentation 


The Statement of Operations presents the transactions car- 
ried out by the Corporation for the management, charge and 
direction of the assets held for the benefit of Her Majesty. 


The Statement of Transactions presents transactions carried 
out by the Corporation as agent and on behalf of the Minis- 
ter of Public Works. All expenditures, net of proceeds from 
other than the direct use of fixed assets, are reimbursable to 
the Corporation. Proceeds from the direct use of fixed assets, 
principally rentals, are payable to the Receiver General for 
Canada. 


Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


(b) Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered or owned by the Corporation. They 
also include costs of acquiring and demolishing structures. 


~S 


(c 


Fixed assets and depreciation 


Fixed assets transferred from Canada are recorded at their 
current value at the date of transfer, with the offset being 
credited to contributed surplus. Other fixed assets belonging 
to the Corporation are recorded at cost. Depreciation is cal- 
culated under the straight-line method at rates based on the 
useful lives of the assets, currently estimated at forty years 
for the main structure of the building. 


3. Accounts receivable 


The accounts receivable include the following amounts: 


1985 1984 
$ $ 
Public'servicesiorpanization': sneer reece res 467,816 467,227 
DepartmentioriPu Dic W OLKs 2.c.ccseessececvesec cesses e se 54,824 500,258 
Canada Ports Corporationt: 11-20... 175,000 175,000 
Others a eee ie saan renee haste asans 388,185 79,144 


1,085,825 1,221,629 
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The amount receivable from the public services organization is 5. Due from Receiver General for Canada 


for specific work carried out by the Corporation. The related cost 
is recoverable upon the signing of a protocol by the Corporation, 
the Canada Ports Corporation and the organization. The protocol, 
not yet signed, provides for the transfer of certain privileges from 
the Corporation and the Canada Ports Corporation. The work is 
completed for all practical purposes. The Corporation has not yet 
decided to transfer the privileges requested by the organization. It 
is possible that the Corporation may not recover the related cost 
and would have to account for it as a capital expenditure. 


The amount receivable from the Department of Public Works is 
comprised of the following: 


1985 1984 
$ $ 
Cost of fitting-up leased premises.................:0cccce 266,206 567,250 
Rentals os) ho eters en Eoin Ah on ee eS ee Re 31,708 


266,206 598,958 


Less: claim for late delivery of the leased premises ... 89,546 89,546 


grants in lieu of taxes paid by the Department 


for the account of the Corporation ............... 121,836 9,154 


211,382 98,700 


54,824 500,258 


The amount receivable from the Canada Ports Corporation 
derives from a protocol providing for the reimbursement to the 
Corporation of expenditures it incurred for work carried out 
inside the strip of land upon which the Canada Ports Corporation 
has operational jurisdiction. This protocol provides that the reim- 
bursement will be made out of a global amount approved by the 
Treasury Board to the Canada Ports Corporation, if there are 
funds remaining available. As at March 31, 1985, the Corpora- 
tion had claimed for the reimbursement of expenditures totalling 
$650,000, of which $475,000 had been received to that date. Not 
being able to determine the funds remaining available to the 
Canada Ports Corporation, the Corporation cannot establish the 
additional amount it might expect to receive, or any amount up to 
the $475,000 already received it might have to refund. Any differ- 
ence established at the time of the final settlement of this transac- 
tion will be accounted for as a capital expenditure. 


. Due from (Due to) Minister of Public Works 


1985 1984 
$ $ 
Balance receivable at beginning of the year ... 242,329 693,137 
Adjustment for prior years’ proceeds from 
other than the direct use of fixed assets ..... 358,645 
242,329 334,492 
INCREXPENGITUTES: inners en ee 26,013,735 32,441,982 


26,256,064 32,776,474 
Less: funds drawn from Votes 15 and 65 in 
1985 and SO in 1984 of 
the Department of Public Works 
Canada Lands Company (Vieux- 
Porede Onebec) inca cee 26,516,600 31,844,000 
funds drawn from Vote 10 of the 
Treasury Board 
Employment Initiatives Program..... 690,145 
funds drawn from Vote 10 of the 
Department of Communications 
Special cultural initiatives program. 200,000 


26,716,600 32,534,145 


Balance receivable (payable) at end of the 
VAT reesei Cont trata cieus Secidueripeqessieee (460,536) 242,329 


. Capital stock 


1985 1984 
$ $ 
Balance receivable (payable) at beginning of the 
| Serer es Se Sr ee oe er eee eR RE hi SNR Lc. 704,354 (32,704) 
Adjustment for prior years’ proceeds from other than 
the direct use of fixed assets .............0ccccccccccseeseeeeees 358,645 
704,354 325,941 
Direct, proceeds... <2. seem acme: eee Beenie 636,814 163,897 
67,540 162,044 
Remittances to the Consolidated Revenue Fund ........ 542,310 ! 
Balance receivable at end of the year ...........ceceee 67,540 704,354 © 
. Fixed assets 
Details of fixed assets are as follows: 
1985 1984 
$ $ 
Building 
BOOK yale a eee ene ee eee a ena es 3,565,000 3,565,000 
Accumulated depreciation........... bE of sce be tate 96,550 7,425 
3,468,450 3,557,575 
| IEE Ys peat at oe Aris Renn Becee ne Bene BA ee a ae 225,000 225,000 


3,693,450 3,782,575 


The transfer of fixed assets from Canada is subject to the limit- 
ing conditions that the property is to be used for the purpose of © 
leasing office space principally to the Department of Public | 
Works and, at the end of the Corporation’s mandate to redevelop | 
the Old Port of Quebec, that the property revert to the Depart-— 
ment of Public Works. 
The Corporation is authorized to issue a single share, to be held | 
in trust for Her Majesty in Right of Canada and which may not | 
be transferred without the consent of the Governor in Council. 
The authorized share has been issued in consideration of services | 
rendered. 


. Quebec 1534-1984 


For the staging of the festive event of a national and interna- 
tional dimension to commemorate the arrival of Jacques Cartier 
in Canada, the non-profit corporation Quebec 1534-1984 and the 
Corporation signed a protocol of general understanding determin- 
ing the rights and obligations of each party for the staging of the 
event and for the use of the site and of the equipment under the | 
jurisdiction of the Corporation. As compensation for the right to 
use the site granted by the Corporation, it was expressly agreed _ 
therein that certain infrastructures, temporary installations and 
equipment put into place by Quebec 1534-1984 would remain the 
property of the Corporation at the term of the agreement. 

When the poor financial position of Quebec 1534-1984 became 
known publicly, a submission was made to the Treasury Board to} 
secure approval for the Corporation to repurchase assets of that) 
corporation and to reimburse it for certain immovable assets, 
located on the site, for a total value of $2.5 million and to contrib- 
ute $1 million for the financing of a portion of the regular pro- 
gramming and for new initiatives in animation. 

On August 1, 1984, the Treasury Board authorized the Corpo- 
ration to remit to Quebec 1534-1984 a maximum amount of $3.5 
million for certain goods and property as well as for operating | 
expenses. 

As at August 22, 1984, the Corporation contracted to remit the 
sum of $1,977,469 constituting the original cost of the assets thus 
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acquired. On August 23, 1984, it paid $1 million as its share of 
the cost of socio-cultural and animation activities presented on the 
site by Quebec 1534-1984. 

Further, it has discharged debts of Quebec 1534-1984 amount- 
ing to $429,876. 


9. Contingencies 


As mentioned in Note 8, the Corporation and the corporation 
Quebec 1534-1984 signed a protocol of general understanding 
determining the rights and obligations of each party for the stag- 
ing of the festive event and for the use of the site and of the equip- 
ment under the jurisdiction of the Corporation. Under the terms 
of the agreement, the Corporation has not granted the right to use 
the totality of the site, reserving for itself some premises that it 
might rent for commercial purposes. Leases were signed but, due 
to poor attendance, several were modified, cancelled or aban- 
doned. The Corporation has received claims arising from those 
leases, for a total in excess of $2.5 million, and more may yet be 
received. Management is of the opinion that these claims will not 
result in any significant financial responsibility for the Corpora- 
tion. 
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SUMMARY PAGE 
CANADA MORTGAGE AND HOUSING CORPORATION 


MANDATE 


To promote the construction of new houses, the repair and modernization of existing houses and the improvement of 
housing and living conditions. 


BACKGROUND 


Established in 1946, the Corporation acts as the government’s agent in the provision of grants, contributions and 
subsidies for the advancement of housing and community development. It conducts research and provides policy 
advice to government; it administers the Mortgage Insurance Fund, the prime purpose of which is to ensure an 
adequate supply of mortgage funds for housing, and it lends to groups and individuals for housing purposes and 
invests in housing-related projects. 


CORPORATION DATA 
HEAD OFFICE 682 Montreal Road 

Ottawa, Ontario 

K1A OP7 
STATUS —Schedule C, Part I 

—an agent of Her Majesty | 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works | 
DATE AND MEANS Central Mortgage and Housing Corporation Act, 1946 (R.S.C. , 
OF INCORPORATION 1970, C. C-16). 
CHIEF EXECUTIVE George D. Anderson 
OFFICER 
CHAIRMAN Robert E. Jarvis, Q.C. 
AUDITOR Deloitte Haskins & Sells | 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 1983 1982 
(restated ) 
At the end of the year 
EVOtALASSe tS SS eta Oh osaavsSacoai sini t toed ec a. 0 ne ce 10,051 10;277 10,383 10,684 
Obligations to the private SCCtOl s.....cs- te eae nil nil nil nil 
Obligationsito, Canada more ck ne ee eae 9,802 9,990 10,212 10,192 
EouitywolGanadaie). SPS: 0 Gee oso ee, ud serteraneeyeec eon 50 50 50 50 
Cash from Canada in the year 
FS DUGROLALY i. ccsaceisas¥aissesausiashes secure eee eee 1,656 1728 1,890 1,454 


NOM OUR SEEa Tie 26563 sci ccceet oh eens sete ae ee ees eee 293 374 424 431 


re 
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CANADA MORTGAGE AND HOUSING CORPORATION 


MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL REPORTING 


The Management of the Corporation is responsible for establishing 
and maintaining a system of books, records, internal controls and man- 
agement practices to provide reasonable assurance that: reliable finan- 
cial information is produced; the assets of the Corporation are safe- 
guarded and controlled; the transactions of the Corporation are in 
accordance with the relevant legislation, regulations and by-laws of the 
Corporation; the resources of the Corporation are managed efficiently 
and economically and the operations of the Corporation are carried out 
effectively. 


Management is also responsible for the integrity and objectivity of 
the financial statements. The accompanying financial statements of 
the Corporation as at December 31, 1985 were prepared by manage- 
ment in accordance with the accounting principles, consistently 
applied, as described in the notes to the financial statements. The 
financial information contained elsewhere in this Annual Report is 
consistent with that in the financial statements. 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control. 
The Board exercises its responsibilities through the Audit Committee 


| which includes a majority of members who are not officers of the Cor- 
| poration. The Committee meets from time to time with management, 
| internal audit staff and the independent external auditor to review the 
| manner in which these groups are performing their responsibilities and 
| to discuss auditing, internal controls and other relevant financial mat- 
| ters. The Audit Committee has reviewed the financial statements with 


the external auditor and has submitted its report to the Board of 
Directors. The Board of Directors has reviewed and approved the 
financial statements. 


The financial statements have been examined by the auditor, Paul- 
André Michaud, C.A. of the firm Samson Bélair, and his report offers 
| an independent opinion on the financial statements to the Minister 
_ Responsible for Canada Mortgage and Housing Corporation. 


R.J. Boivin 
Acting President and Chief Executive Officer 


E.A. Flichel 
Acting Senior Vice-President and Vice-President 
| Finance and Management Information Systems 
| Ottawa, Canada 
_ February 19, 1986 


CORPORATE ACCOUNT 


| BALANCE SHEET AS AT DECEMBER 31, 1985 
| (in thousands of dollars) 


| ASSETS 1985 1984 
‘Loans and investments—Schedule I 
Marketihousing'). cto ee eet teeter ee 2,083,645 2,212,710 
SOcial’ housin gasewtee ee meee ee es 6,284,407 6,318,867 
Rehabilitation and conservation ..............cc00cceee 1555257, 160,898 
OmmMUNity Services a. 2k see ee ee arene 1,470,217 1,528,511 
9,993,526 10,220,986 
Accounts Receivable 
nihe: Ministenesecte or eto eet ee eke ee 13,188 21,818 
OTHE Pre nthe ee 17,455 5,448 
30,643 27,266 
mereterred Income Paxes .. 5...) aneneeeetee 1,199 8,975 
‘Business Premises, Office Furniture and Equip- 
MEN. AE COSK ee es ee eee ee 35,939 32,533 
Accumulated depreciation: sc.cmesi sims eve. tere 21,916 19,5725 
14,023 12,808 
Berher ASSetS eres ret nce caue ine. teemenmecee etre: a5 699 6,941 
10,051,090 10,276,976 


See accompanying notes. 


AUDITOR’S REPORT 


TO THE HONOURABLE BILL MCKNIGHT, P.C., M.P. 
MINISTER RESPONSIBLE FOR 
CANADA MORTGAGE AND HOUSING CORPORATION 


I have examined the balance sheets of Canada Mortgage and Hous- 
ing Corporation: Corporate Account, Mortgage Insurance Fund, 
Home Improvement Loan Insurance Fund and Rental Guarantee 
Fund as at December 31, 1985, and the related statements of opera- 
tions and reserve fund, operations and deficit or surplus, changes in 
financial position and Minister’s Account for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and procedures as I 
considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985, and the results of 
its operations, changes in its financial position and expenditures for 
and recoveries from the Minister for the year then ended in accordance 
with the accounting principles described in Note 1 to these financial 
statements applied on a basis consistent with that of the preceding 
year. 


I further report that, in my opinion, the transactions that have come 
under my notice have been, in all significant respects, within the pow- 
ers of the Corporation. 


Paul-André Michaud, C.A. 
of the firm Samson Bélair 
Ottawa, Canada 
February 19, 1986 


LIABILITIES 1985 1984 
Borrowings from the Government of Canada ......... 9,761,059 9,944,807 
Cheques Issued in Excess of Funds on Deposit ....... 106,532 105,291 
Accounts Payable and Accrued Liabilities 
The Receiver General for Canada .....................5. 40,853 45,444 
Eunds;administered serminsd. ence coe 886 1,760 
Other. een See et ee ee ee eee 49,172 82,144 
90,911 129,348 
Unfunded Pension Fund Liability ..........000000000.... 4,901 7,592 
Deferred Protits eects eres eras recat eevee 37,687 39,938 
10,001,090 10,226,976 
CAPITAL AND RESERVE FUND 
Capital 
Authorized and fully paid by the Government of 
Canada ees ab incs ne co ecraaius aavineantenee 25,000 25,000 
Reserve Rund-4. 6 3h ee er © Bint pee 25,000 25,000 
$0,000 50,000 
10,051,090 10,276,976 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


CORPORATE ACCOUNT 


STATEMENT OF OPERATIONS AND RESERVE FUND 
FOR THE YEAR ENDED DECEMBER 31, 1985 


(in thousands of dollars) 


Market Housing 


Interestiearned syst Seen ee ts eee a 


Social Housing 


Interest:earned = 00 i..1.3) See ee AB LS oh 


Rehabilitation and Conservation 


Interest earned mast cca4 eh et cree eee ee hee 


Community Services 


InteresticarnedPamncw A rete mee ae ee orn ices 
Gain on disposal of land assembly projects...................... 
Gain (Loss) on disposal of real estate .............0cccecceeeeee 


Interest: expense: accross eee racy enrstenies cote seis oe 


Otherminterest'Incomense eee eee ee 


Margin on Financing Operations .................0.c.ccccesesecereeeee 
Services to.Others eee ee oer eeee ee 


AGM InIStrativele XDenSes a eeeiee reenter renee ete ereee 


Income before Income Taxes and Extraordinary Item 


Incomeslaxes—Currentisese ee er a ee 


Income before extraordinary Item ...............cccccccceeseeeeeee 


Extraordinary Item 


Transferred to the Receiver General for Canada................ 
Reserves rundaendiofiyeanse se sete een een 


See accompanying notes. 


1985 


202,512 
14,242 


216,754 
176,053 


40,701 


557,507 
463 


557,970 
526,285 


31,685 


18,430 
16,653 


1,777 


129,049 
12,172 
(1,380) 

139,841 

118,909 
20,932 
11,511 


106,606 
13,023 


119,629 
44,560 


75,069 
34,042 
1,776 


35,818 


3932511 
5,356 


33,895 
25,000 


58,895 
33,895 


25,000 


1984 


214,290 
LSS 


215,441 
182,742 


32,699 


519,597 
560 


520,157 
481,717 


38,440 


18,472 
16,291 


2,181 


132,071 
9,192 
409 


141,672 
125,847 


15,825 
14,502 


103,647 
17,525 


22 
47,676 


73,496 
32,909 
933 


33,842 
39,654 


39,654 
25,000 


64,654 
39,654 


25,000 


CORPORATE ACCOUNT 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 


Cash Generated by Operations 
Income before income taxes and extraordinary item. 
Add (Deduct): net change in accrued interest........... 


75,069 73,496 
(9,996) 4,767 


depreciation e+.) sities 2,190 1,870 
67,263 80,133 
Loans and investments repayments ............0.:cce 587,885 563,170 
Borrowings from the Government of Canadia............. 293,000 374,000 
Decrease in accounts receivable from the Minister... 8,630 27,274 
Decrease in accounts receivable from Funds admin- 
HES Koy are lacks ark SAR RR A a a ORS Be nat EEE a 8,093 
Other... 5B heicin ie Se te ee ee ee 27,658 
956,778 1,080,328 
Cash Applied to Operations 
Loans and investments additions ................ccccceeeeee 351,355 §25,708 
Repayment of borrowings from the Government of 
Canad a iiss cu Seb cec Preren band a ere eee 478,074 592,800 
Reduction of unfunded pension fund liability ............ 2,691 3,662 
Decrease in accounts payable to Funds administered 874 
Special pension fund contribution 0.0... 10,135 
OUT T ere Seen et 47,028 
Paid to Receiver General for Canada 
=——Federaliincomeitaxest a8. 20h. Sears. 28,086 32,085 
= EXCESS HIM LESEGV.CjLULTIC arene eee te nee ee 39,654 47,008 
(CNET Sc asccnee age ue ae a eee 122 146 
958,019 1,201,409 
Decrease in Cash and Short-Term Deposits .................. (1,241) (121,081) | 


See accompanying notes. 


FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


Canada Mortgage and Housing Corporation was incorporated as a 
Crown Corporation by an Act of Parliament on January 1, 1946. Its 
activities are regulated by the National Housing Act, the Canada 
Mortgage and Housing Corporation Act and, in certain respects, the 
Financial Administration Act, and include: 


Corporate Account 


Financing housing and community improvement through the mak- 
ing of loans and investments under specific conditions at interest rates 
normally at market rates which are generally higher than the rates it 
pays on funds borrowed from the Government of Canada. | 


Minister’s Account 


Making certain payments or incurring expenses in the process of 
delivering housing programs on behalf of the Government of Canada. 
These payments and expenses include grants, contributions, subsidies, 
loan forgiveness, losses on real estate, losses under federal-provincial 
agreements, interest rate losses, research and development, and speci- 
fied administrative costs. The funding for these activities is provided 
for in Main and Supplementary Estimates which are tabled in Parlia- 
ment. Parliamentary approval is by way of Appropriation Acts 
together with Statutory authorities which authorize the responsible 
Minister to reimburse the Corporation for the specified payments and 
expenses for the fiscal year concerned. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


Insurance and Guarantee Funds 


Administering certain Insurance and Guarantee Funds on behalf of 
the Government of Canada. The Mortgage Insurance Fund is the chief 
instrument for establishing a framework of confidence for mortgage 
lending by private institutions. This instrument facilitates an adequate 
supply of mortgage funds by reducing the risk to lenders and 
encouraging the secondary market trading of mortgages, and thereby 
increasing the access to housing by Canadians. 


CORPORATE ACCOUNT 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Significant Accounting Policies 


In the Corporate Account, the Corporation follows generally 
accepted accounting policies or, in certain cases, accounting poli- 
cies appropriate to the Corporation’s activities and governing 
legislation. The financial statements of the Mortgage Insurance 
Fund and the Other Insurance and Guarantee Funds are not con- 
solidated with these financial statements. The principal account- 
ing policies followed by the Corporation are: 


(a) Loans 


Loans are capitalized as funds are advanced. Where loans 
contain forgiveness clauses, such forgiveness is recorded and 
recovered from the Minister when the loans are advanced. 
Loans under certain programs give rise to interest rate losses 
which are recoverable from the Minister. No provisions are 
made for possible losses on loans. Losses on insured loans are 
recoverable from the Mortgage Insurance Fund while prop- 
erty acquired upon default of uninsured loans is subject to 
loss recovery as described under Real Estate. Other losses on 
uninsured loans are recoverable from the Minister. 


(b) Federal-Provincial Agreements 


Investments made under agreements with the provinces and 
territories to encourage development of rental housing, land 
assembly, co-operative housing and rural and native housing 
are considered joint ventures. The underlying assets include 
agreements for sale, mortgages and real estate. 

The Corporation has a seventy-five percent share in the joint 
ventures which is accounted for on the equity method. Where 
the province or territory is responsible for the administration 
of projects, the Corporation relies on financial information 
provided by the province or territory. 

Gains on the sales of land assembly projects are recorded in 
the Corporate Account and are recognized as income as pay- 
ments are received. Losses incurred on federal-provincial 
investments are recoverable from the Minister. 


Real Estate 


Real estate includes vacant land and properties constructed 
by the Corporation, acquired from the Government of 
Canada at no cost, and acquired through default on unin- 
sured loans. All real estate is recorded at cost which includes 
acquisition costs and any modernization and improvement 
costs. Holding costs on vacant land and properties con- 
structed by the Corporation are capitalized to appraised 
value after which they are expensed in the Corporate 
Account. Holding costs on properties acquired from the Gov- 
ernment of Canada at no cost, or acquired through default on 
uninsured loans, are capitalized. 

All net operating losses on real estate are recovered from the 
Minister. Net gains and losses on the disposal of vacant land 
and properties constructed by the Corporation are recorded 
in the Corporate Account. Net gains and losses on the dis- 
posal of properties acquired from the Government of Canada 


(c 


— 


and properties acquired through default are paid to or recov- 
ered from the Minister. These gains on the disposal of prop- 
erties are recognized as income or returned to the Minister as 
payments are received. 


(d) Depreciation 
Depreciation of real estate is recorded on a straight line basis 
over terms established for the repayment of the related bor- 
rowings. 
Depreciation on business premises, office furniture and 
equipment is recorded on a diminishing balance basis at capi- 
tal cost allowance rates in accordance with the provisions of 
the Income Tax Act, Canada. 

(e) Income Tax 


The Corporation is subject to federal income tax and pro- 
vides for income tax on the tax allocation basis. Under this 
basis the provision for income tax is determined from the 
earnings reported in the statement of operations rather than 
from the Corporation’s income for tax purposes. 


(f) Employees’ Pension Plan 


Current service costs of the employees’ pension plan and 
interest on the unfunded liability are recorded as administra- 
tive expenses in the current year. Experience gains or losses 
are recognized in the year in which they are identified. An 
actuarial valuation is made at least every three years in 
accordance with the provisions of the Pension Benefits Stand- 
ards Act. 


Deferred Profits 


The Corporation disposes of real estate and federal-provin- 
cial land assembly projects extending mortgages and sales 
agreements with varying repayment terms. Income from 
these sales is recognized as payments are received. 


(h) Reserve Fund 


Income or loss after income taxes is transferred to the 
Reserve Fund which is limited by an Order-in-Council to $25 
million. Any excess over this amount is transferred to the 
credit of the Receiver General for Canada. 


— 


(g 


(i 


— 


Interest Income and Expense 


Interest income and expense are accounted for on the accrual 
basis. 


. Real Estate 


The appraised value of real estate at November 30, 1985 is in 
excess of its book value by $67.8 million. However, potential 
losses on specific properties could amount to $20.1 million based 
on these appraised values. Real estate is net of accumulated 
depreciation, 1985—$17.3 million (1984—$17 million). 


. Borrowings from the Government of Canada 


The Corporation borrows from the Government of Canada 
under the provisions of Section 22 of the CMHC Act and Sections 
40 and 55 of the National Housing Act to finance investment in 
loans, federal-provincial agreements, real estate and agreements 
for sale and mortgages arising from sales of real estate. The bor- 
rowings are evidenced by debentures or other evidences of indebt- 
edness, which bear interest at varying rates and are repayable 
over periods not in excess of 50 years. 


. Extraordinary Item 


A study of the CMHC Pension Fund as at June 28, 1985 iden- 
tified an experience loss of $9.6 million as a result of the effects of 
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CORPORATE ACCOUNT CORPORATE ACCOUNT 
NOTES TO THE FINANCIAL STATEMENTS LOANS AND INVESTMENTS 
DECEMBER 31, 1985—Concluded FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) SCHEDULE I 


the Corporation’s Early Retirement Program. This amount, plus 
interest of $.5 million, was paid to the CMHC Pension Fund in 
December 1985 and recorded against operations as an extraordi- 1985 1984 
nary item net of income taxes of $4.8 million. 


5. Subsequent Event Market Housing S60361d, an OAS 
An actuarial valuation of the CMHC Pension Fund as at Janu- _Federalprovincial agreements... 70386 -81,087 
ary 1, 1986, which included an analysis of current benefits experi- Real estate | Aeiemrtanent ac cngican. these 14,153 14,642 
ence, disclosed an increased unfunded future benefits obligation of Agreements for sale and mortgages..................--+ 29,739 42,682 
$9.9 million. This amount will be recorded and recognized as a 2,083,645 2,212,710 
cost in 1986. The resulting total unfunded liability of $14.8 mil- oa) | a ae 
lion will be funded by annual payments up to the year 2000. Social Housing 
: + sysgs PEO ANS esr Shes 5,003,634 5,027,965 
ao nen Pic oilitics Federal-provincial agreements ........:.:eeseeeoeen 1,226,608 1,235,161 
In the normal course of operations, the Corporation is subject Reallestatem er settee nett re es 37,806 36,266 
to legal claims, the effect of which cannot be determined until Agreements for sale and mortgages..............-....0.: 16,359 19,475 
they are settled. At December 31, 1985, most of the claims out- 6,284,407 6,318,867 
standing are not expected to have a result which would be signifi- 
cant in relation to the financial position of the Corporation. How- Rehabilitation and Conservation 
ever, during 1982 a large number of legal actions, which total TOMS acces ccosecsacecendes on Poe OMT RTS ee ROE cee eaa Ea 155,091 160,519 
approximately $48 million at December 31, 1985, were begun Real estate. .scseecseseceeseittessssseeeeeeereenieernsssscee N86 ay e398 
against the Corporation jointly with other parties claiming dam- 155,257 160,898 
ages arising from installation of urea formaldehyde foam insula- 
tion. Community Services ons ae 
The Corporation does not admit liability in these cases and, Loans........... paerpnep McRae? ease mage aerate earner aaa 1,321, ete 
until the actions have been heard by the courts, it is impossible to Federal-provincial agreements .................0ccee 128,374 147,483 
Realiéstatei:.2 2. Rasen et nites) Sas 20,281 22,575 


determine if there is a potential liability in this respect and thus 470217 1:58.51 
no provision for possible loss arising from these legal actions is eee 
included in these financial statements. Should costs arise as a Total Ae. SAE, I eieenihs < eeerens ae tes Mach s cet 9,993,526 10,220,986 
result of these actions they would be expensed in the year when 

the costs are incurred. 


7. Interest Loss Recoveries 


The Corporation was authorized by the Government of Canada 
to approve certain loans and federal-provincial agreements at a 
negative interest margin and to recover this loss from the Govern- 
ment. The interest loss recovered is included in interest earnings. 
The recoveries by program are as follows: 


1985 1984 

(in millions 

of dollars) 

Marketi Housing t.ccccccrcccsccercus re Roo eee 59:0) 57 750:0 
Social HOUSING ec eteee ereeera aecan ee tees pee ere LOS L923 
Community Servicesremee te tee ree een rae ee 1.3 13 


8. Services to Others 


The major components of services to others are: delivery of 
Canadian Home Insulation Program grants on behalf of Energy, 
Mines and Resources Canada; inspections; and administration of 
mortgages for third parties. 


9. Administrative Expenses 


Gross administrative expenses for the year ended December 31, 
1985 amounted to $174.6 million (1984—$176.7 million) and 
included $6.8 million relating to early retirement incentive costs. 
Of the total gross administrative expenses, $44.6 million pertains 
to the Corporate Account (1984—$47.7 million). 


10. Commitments 


Commitments outstanding for investments under federal-pro- 
vincial agreements and on loans amounted to $495 million at 
December 31, 1985 (1984—$600 million). 


11. Comparative Figures 


The 1984 comparative figures have been reclassified to conform 
to the statement presentation adopted in 1985. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


MINISTER’S ACCOUNT 


STATEMENT OF EXPENDITURES AND RECOVERIES 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


MINISTER’S ACCOUNT 


NOTES TO THE FINANCIAL STATEMENT 
DECEMBER 31, 1985 


1. Significant Accounting Policy 
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1985 1984 
Expenditures 
Mortgage Woaninsurancesee recs testers ccs sess cceees 195,600 367,500 
Market HOUSING seen eon ced mentee mee here Ss 50,684 91,602 
SOCIAIGLLOUSING ere nea cee nn RT LR ta 1,182,671 938,826 
Rehabilitation and Conservation ....................ccc0cceees 144,841 212,551 
COMMUN ILY SELVICES saree cer nnn Men 6,071 19,097 
Research, Development, Demonstration and Infor- 
ACO Ne eee re ee Sense eet 6,317 7,562 
eer NOMMMISUTALIVE EXPENSES 2-2 eerie ce see ec soecceseceees 61,332 63,385 
“TOOTHED Wie ec ber ba a ith one oo EEG OS ee 1,647,516 1,700,523 
Accounts receivable from the Minister, beginning of 
SV Ah Sper ae ech acer ae aan Lean naestepveeiseagecsndeseneessess 21,818 49,092 
| 1,669,334 1,749,615 
BER COVED OS eterno Saco dss suacaGt seus vussssvisnissesvesoesese 1,656,146 1,727,797 
| Accounts receivable from the Minister, end of year...... 13,188 21,818 
| See accompanying notes. 
FUNDS ADMINISTERED— 
MORTGAGE INSURANCE FUND 
BALANCE SHEET AS AT DECEMBER 31, 1985 
/ (in thousands of dollars) 
| ASSETS 1985 1984 
Accounts Receivable 
Canada Mortgage and Housing Corporation.................... 948 =: 1,767 
OL ere er eee Ne ene ee eee eh er eee 26,747 11,340 
27,695 13,107 
BCLOTERA DCS seen nee es eaty Aneta, Sen a ne er eT 93,760 110,125 
Real Estate 


$23,357 315,326 
204,639 166,145 


318,718 149,181 
440,173 272,413 


Expenditures made on behalf of the Minister responsible for the 
Corporation are recorded as recoverable when disbursed. 


. Contingent Liabilities 


In the normal course of operations, the Corporation is subject 
to legal claims, the effect of which cannot be determined until 
they are settled. During 1982, a large number of legal actions, 
which total approximately $48 million at December 31, 1985, 
were begun against the Corporation jointly with other parties 
claiming damages arising from installation of urea formaldehyde 
foam insulation. The Corporation does not admit liability in this 
respect and it is unclear whether costs, if any, arising from these 
actions could be charged to the Government of Canada. Thus, no 
provision for possible loss arising from these legal actions is 
included in the accompanying statement of account. Should costs 
arise as a result of these actions they would be expensed in the 
year when the costs are incurred. 


. Mortgage Loan Insurance—Forgiveness of Budgetary Advances 


In December 1985, Treasury Board approved forgiveness of the 
borrowings by the Mortgage Insurance Fund of $255.5 million at 
December 31, 1985 or such lesser amount as may exist on the date 
that Royal Assent is given. The amount of $255.5 million com- 
prises the budgetary advances of $195.6 million in 1985 and $59.9 
million in 1984. This forgiveness represents partial reimbursement 
for the losses on the Assisted Home Ownership and Assisted 
Rental Programs. 


LIABILITIES 1985 1984 
Accounts Payable and Accrued Liabilities ..................... 4,934 5,234 
Provision: for leossionGlaims:.-suaee veneer ee 271,139 394,942 
Unearned:Premiums:.se..f ce ee es  eee 320,429 214,500 
Premium Deficiency cece ane eee ee rere 316,110 384,000 
Borrowings from the Government of Canada................. 255,500 59,900 
1,168,112 1,058,576 
Deficit! .0.:.cc2cteccnvi Reet ee ae PE 727,939 786,163 
440,173 272,413 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


FUNDS ADMINISTERED— 
MORTGAGE INSURANCE FUND 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Revenue 
Perum acc oie se cncvast recess caslocsias so heout sascan ets ee ese oe a 64,521 66,833 
A DDIICATION (COS etree css set cece eee eee a 29,772 Sey? 
1 FAY ELLOS i james eR RMR See eda oh a ee Raa lg 11,670 13,364 
MPOCAREVENUC sy eeccce caer eee eee reat 105,963 95,949 
Expenses 
TSSUAN CO. arte Meee shes re on oeeas ere ae ree 42,594 41,612 
ISOSS*ON ClAlINS ete tet ener ne 73,035 423,833 
Interest: -22 SA eR en ae 23,929 
115,629 489,374 
Adjustment to premium deficiency ..................:05 (67,890) 187,095 
MotaltEXpenses mer. eee eee es eee 47,739 676,469 
Profit (Loss) before Recovery ............:ccccccceeetereretenes 58,224 (580,520) 
Recovery, of losses 222.098 aie ence csastcce eee etse teen 307,600 
INetiProfiti( loss) terete etree ret eee ene 58,224 (272,920) 
Deficit; beginning'of- yearn tee: 786,163 513,243 
Deficitnendiofiyeate cw ret eee ere ree 727,939 786,163 
See accompanying notes. 
FUNDS ADMINISTERED— 
HOME IMPROVEMENT LOAN INSURANCE FUND 
BALANCE SHEET AS AT DECEMBER 31, 1985 
(in thousands of dollars) 
ASSETS 1985 1984 
Cash and Investment in Securities ............00....cccccceeecesceesseeseeeee 1,179 7,592 
Accounts Receivable from Canada Mortgage and Housing 
KC Orporatlon eesen Lae ee eee eee 7 
Mont paresis eee vc csct tices. sere, eRe eee arte ee ee ee 8 13 


1,194 7,605 
See accompanying notes. 
FUNDS ADMINISTERED— 
HOME IMPROVEMENT LOAN INSURANCE FUND 


STATEMENT OF OPERATIONS AND SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Revenue 
INLerestrcnc se enter ee tear te er ee er eB eters canteen 428 697 
Other ee ee eee eee en AUS RCE eos Se Na, 36 80 
Total REVENUG carers tan ee en Ee 464 777 
Expenses 
Claims and administrative Charges .........0....ccccccsceseseteeeserees 33 119 
INGEN COCs cette rn sete ee cnc cere en ars Seek eee 431 658 
Surplusmoeginning of years an ene eee ee ene 7,590 6,932 
Assets returned to the Government of Canada ..................0.00.0.... 6,830 
Surplustend of year <...<-sere ce ee eee ee 1,191 7,590 


See accompanying notes. 


FUNDS ADMINISTERED— 
MORTGAGE INSURANCE FUND 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Cash from Operations 
Proceeds from real estate sales.................::c:ccc0 243,451 220,756 
remillns xin 4e 58 aaviteet et eee i es 170,450 106,960 
Application\feesise-eis. ee rete sores coer s cere 29,772 15,752 
InterestireCeived e-store erence ree 11,582 13,728 
Claims paid ster .cteer cathe wear eres (585,955) (356,497) 
ReallestatesoperationS ce ee eee ee (21,458) (23,099) 
Administrative Costs ..0.cce secon eerres teens (68,715) (65,608) 
Interestipaid termerete cone eter errr: (34,065) 
Proceeds from mortgage payments....................... 24,454 19,859 
(196,419) (102,214) 
Cash from Investment Activities 
Hreasury, Dills redeemeGsemeeenn cert erent ee 32,089 
32,089 
Cash from Financing Activities 
Borrowings from the Government of Canada ..... 258,600 387,800 
Repayment of borrowings..............::ccscceeeteeeeeees (63,000) (309,600) 
195,600 78,200 
Increase (Decrease) in Accounts Receivable from 
Canada Mortgage and Housing Corporation ...... (819) 8,075 
See accompanying notes. 
LIABILITIES 1985 1984 
Due to Canada Mortgage and Housing Corporation .................. i 
WUnearnediPremiumsio 2.0... ee ee 3 8 | 
Sur plisise casa a ee 1,191 


1,194 7,605 | 


7,590 


| 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 
FUNDS ADMINISTERED— 
RENTAL GUARANTEE FUND 
BALANCE SHEET AS AT DECEMBER 31, 1985 
(in thousands of dollars) 
ASSETS 1985 1984 LIABILITIES 1985 1984 
Pashia nds nvestMentin OCCU ni teswers nest ssc .csccssre 3,438 21,148 Due to Canada Mortgage and Housing Corporation............... 69 
eS SoS lark Accruediitiabilities 2.7. 0%... 28s... oh eee ean. che 122 
Real Estate Surphises243.26. 2503.,42..20c ee See OO 10,997 26,548 


See accompanying notes. 
_ FUNDS ADMINISTERED— 
RENTAL GUARANTEE FUND 


STATEMENT OF OPERATIONS AND SURPLUS 
| FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


Expenses 


\See accompanying notes. 


FUNDS ADMINISTERED 


}NOTES TO THE FINANCIAL STATEMENTS 
J|DECEMBER 31, 1985 . 


1. Significant Accounting Policies 


The principal accounting policies followed by the Corporation 
in administering the Insurance and Guarantee Funds are: 


(a) Premiums 


Prior to February 1985, part of the premium charged for 
insurance was to cover the risk insured and part to cover 
costs of issuing the policy. After that date the entire premium 
charged is allocated to cover risk only. Risk related premiums 
are deferred and are taken into income over the life of the 
related policies. Premiums earned in a year reflect the 
amount of risk in that year in accordance with factors deter- 
mined by the Department of Insurance Canada. The portion 
relating to issuance costs is taken into income as received. 


(b) Application Fees 


Application fees for insurance are recorded as income when 
received. 


(c) Issuance Costs 
Issuance costs are expensed as incurred. 


(d) Premium Deficiency 


INEST ee Ee eee 10,936 10,579 
EEQVISION LOW LOSS artnet eee oR ce clo i 3,186 5,179 
7,750 5,400 


11,188 26,548 


| 1985 1984 

on 

Revenue 

BUMRIT CCS Ce erator. sacks ncte yao ses sas neeoea sinister oe 1,188 1,904 
ACOMEMTFOMIMON Sa Pesce ee terrae nee 519 

OTA CVENUG eee ee ay neha 1,188 2,423 


Provisionsorlossion realiestates en. -cree sce scot osncceess (1,992) 5,179 
(OVW TRS sci haste tao i ERS en (69) 18 
SENT GENS Se ool Se ee a (2,061) 5,197 
BRE CHEFICOMEN (LOSS) RR ny cary eons ante maar os pectec aces bgtascesiee staat 3,249 (2,774) 
Be PIUSMOCEINMING Ol veater eee geen sence ees 26,548 29,322 
Assets returned to the Government of Canada ..................... 18,800 
Say US a meee 10,997 26,548 


11,188 26,548 


Annually, the Corporation compares the amount of its 
unearned premiums by line of business to the discounted 
costs of claims that have not yet occurred on insurance poli- 
cies in force. Whenever it is determined that the unearned 
premiums on a line of business are inadequate to meet the 
expected net costs of future claims, a premium deficiency is 
established. The premium deficiency is taken into income on 
the same basis as the related unearned premiums. 


Real Estate 


Real estate acquired upon the payment of a claim resulting 
from a loan default is valued at net realizable value. Cost is 
comprised of the unpaid loan balance plus interest accrued to 
the date of acquisition together with acquisition and capital 
improvement expenditures. Net realizable value is calculated 
as the current appraised value of the property, as determined 
by the Corporation, less the discounted value of estimated 
holding and disposal costs. Depreciation is not recorded on 
the real estate. 


(e 


— 


(f) Provision for Loss on Claims 


This provision represents the estimated loss on claims in pro- 
cess of payment and the estimated loss on loans, where 
defaults have occurred, but for which a claim has not yet 
been received by the Corporation. 


— 


(g) Interest Income and Expense 


Interest income and expense are recorded on the accrual 
basis. 


(h 


—S 


Mortgages 
Mortgages are shown net of a provision for losses. 


Income Tax 


(i 


— 


The Insurance and Guarantee Funds are not subject to the 
provisions of the Income Tax Act, Canada. 


2. Borrowings from the Government of Canada—Mortgage Insur- 
ance Fund 


The Corporation borrows from the Government of Canada, on 
behalf of the Fund, under provisions of Section 9 of the National 
Housing Act in order to meet the Fund’s obligations. Borrowing 
arrangements pursuant to an Order-in-Council dated 8 August 
1984 authorize interest free borrowings secured by promissory 
notes due on demand to a maximum of $400 million. 


3. Actuarial Valuation—Mortgage Insurance Fund 


At September 30, 1985 an actuarial study of the Fund under- 
taken by the Corporation during the year disclosed that the Fund 
continues to be insufficient to pay all future claims in respect of 
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CANADA MORTGAGE AND HOUSING CORPORATION—Concluded 
FUNDS ADMINISTERED 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


business in force and that business undertaken subsequent to Feb- 
ruary 1, 1985 is being written on a break even basis. The major 
causes of the existing deficit are programs of a social nature 
where insufficient premiums were charged (the Assisted Home 
Ownership and the Assisted Rental Programs). The deficit as at 
September 30, 1985, estimated to be $777.3 million, has 
decreased to $727.9 million at December 31, 1985 as the result of 
the improved property appraisal values. The net realizable value 
of the real estate inventory at December 31, 1985 is 60.9% of cost 
(1984—47.3%). 


4. Recovery of Losses—Mortgage Insurance Fund 


In December 1985, Treasury Board approved forgiveness of the 
borrowings owed to the Government of Canada at 31 December 
1985 or such lesser amount as may exist on the date that the 
Royal Assent is given. This forgiveness represents partial reim- 
bursement for the losses on the Assisted Home Ownership and 
Assisted Rental Programs. 

In 1986, the Corporation will pursue with the Government of 
Canada avenues for eliminating the remaining deficit. 


5. Assets Transferred to the Consolidated Revenue Fund of Canada 
Home Improvement Loan Insurance Fund 


The Home Improvement Loan Insurance program is no longer 
active and in 1985, cash and investments of $6.8 million, identi- 
fied as surplus to the operating requirements of the Fund, were 
transferred to the Consolidated Revenue Fund. 


Rental Guarantee Fund 


The Rental Guarantee program is no longer active and in 1985, 
cash and investments of $18.8 million, identified as surplus to the 
operating requirements of the Fund, were transferred to the Con- 
solidated Revenue Fund. 


6. Insurance in Force—Mortgage Insurance Fund 
At 31 December 1985, the insurance policies in force totalled 
approximately $37.7 billion (1984—$35.1 billion). 
7. Administrative Expenses—Funds Administered 


The administrative expenses charged to the Funds by the Cor- 
poration for the year ended December 31, 1985 amounted to 
$68.7 million (1984—$65.6 million). 


8. Comparative Figures 


The 1984 comparative figures have been reclassified to conform 
to the statement presentation adopted in 1985. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC. 


MANDATE 

To construct in the National Capital Region the National Gallery, the Canadian Museum of Civilization, (formerly 
called The National Museum of Man) and any other museum which the Governor in Council may direct. 
BACKGROUND 

The main structures of the Corporation’s two projects are scheduled for completion in 1986-87. To March 31, 1986, 


the government had allocated for the Corporation a total of $261.0 million for these projects for the period to March 
Bil; 1989. 


CORPORATION DATA 
HEAD OFFICE 55 Murray Street 
Ottawa, Ontario 
KIN 5M3 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
DATE AND MEANS June 21, 1982; by letters patent (No. 0132114) under the Canada 
OF INCORPORATION Business Corporations Act. 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


At the end of the period 


1985-86 1984-85 1983-84 1982-83 


DROEAT TA SSCS mere at tae nna cr oss: oder oer acme ee Gat St nace a eo ae 100.3 50.1 gps) 3.5 

Sbligations to the private Sector vz..2emes- pert ee cee nil nil nil nil 

OD SALIONS (0: Canada y.csy-s-803:0 See OF ates ee nil nil nil nil 

[OPTIC aC] BR GET EVs CES oe coy ne 2a ey ce ae Pe eS! 44.8 13.4 2.6 
Cash from Canada in the period 

ENC DELATY =. sexi ccacsactnsie actus scesdhs ut ERE SIP oe ves eates 46.5 Mie) 10.8 2.6 


eee TIOM OIA S CLAD cro 8 Socal ecuciicas tenes BOP BRB ree cetewes nil nil nil nil 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC. 


RESPONSIBILITY FOR FINANCIAL STATEMENTS 


The Board of Directors of the Canada Museums Construction Cor- 
poration Inc. is responsible for the financial statements and the integ- 
rity and objectivity of data contained therein. The financial statements 
have been prepared by management in accordance with generally 
accepted accounting principles and, where appropriate, include 
amounts based on management’s estimates and judgement. 


Management has developed and maintains books of account, 
records, financial and management controls and information systems. 
These are designed to provide reasonable assurance that assets are 
safeguarded and controlled and that transactions are in accordance 
with the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 

The Board of Directors appoints the Audit Committee which is com- 
posed of three directors. The Audit Committee meets annually to 
review and advise the Corporation with respect to the financial state- 
ments and the auditor’s report thereon. 

The Corporation’s external auditor, the Auditor General of Canada, 
examines the financial statements and reports to the Minister of Public 
Works who is responsible for the Canada Museums Construction Cor- 
poration Inc. 


R. Plourde 
Treasurer and Comptroller 


M.A. J. Lafontaine 
Chairman and Chief Executive Officer 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 


ool | 


ASSETS 1986 1985 
Gashiand|short-termideposits qennecc-m cere ceca 4,177 4,025 
ARCCOUMS MECE1V.A DG sece sos eter ed ees sere sae eee tet sc eacecees snore 116 88 


Construction in progress (Schedule) ...............:ccseeceeeeeeeees 95,957 45,971 


100,250 50,084 


Approved by the Board: 


AUDITOR’S REPORT 


THE HONOURABLE ROCH LA SALLE, P.C., M.P. 
MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Museums Construc- 
tion Corporation Inc. as at March 31, 1986 and the statement of 
changes in financial position for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 

ments have, in all significant respects, been in accordance with Part | 
XII of the Financial Administration Act and regulations, and the | 
articles and by-laws of the Corporation. | 


Raymond Dubois, C.A. 

Deputy Auditor General | 

for the Auditor General of Canada — : 

Ottawa, Canada 
June 20, 1986 


LIABILITIES 1986 1985 
Accounts payable and accrued liabilities... 5,449 3,734 
Contractors holdbacks payable .........c.c.cccccecccccccreescserecesssstsess 3,454 1,503 | 

8,903 5,237 | 


! 


SHAREHOLDERS’ EQUITY 


G@apitalistock (Note)3) crs crstceaeterearet seperate 
Contributed:capital (Note 4) 22.2 2c.. in .cupeceeecstceer iter 91,347 44,847 


100,250 50,084 | 


| 
a _—_—_——_— 
i} 
| 
| 
1 


M. A. J. LAFONTAINE 
Chairman and Chief Executive Officer 


JEAN E. PIGOTT 
Director 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


| STATEMENT OF CHANGES IN FINANCIAL POSITION 
_FOR THE YEAR ENDED MARCH 31, 1986 
_ (in thousands of dollars) 


| 1986 1985 

| Operating activities 

BEACCOUNTS TECELVA DIO Ce aire emeereitesrscesteccsssrievercansrayncvsesvs (28) 107 
Construction in progress (Schedule) ...............:::cc:eccce (49,986) (32,102) 
Accounts payable and accrued liabilities ...0.000..0.. 1,715 1,830 
Contractors holdbacks payable.............c:ccccecesesetseeteteees 1,951 1,289 
Cash used in operating activities 00.0.0... ceceeeeseeeeeees (46,348) (28,876) 

Financing activities 

Contributed capital (NOtC:4) cescccscescecsccscssscesssrivsescescacazacs 46,500 31,495 
Cash provided by financing activities .......0.0.0....ccccee 46,500 31,495 

MI CLOAGE ITECA SD eater, te Patent eee eer esie ovens xo rincasst teens 152 2,619 

| Cash and short-term deposits 
RE einnin gol iy Cane cre ccc sete sc ce coos soccer eee 4,025 1,406 
LEA AYE BCAY RAY GYAN Pica st nes ieee cates ty cr a PRR fe 4,177 4,025 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and activities 


The Corporation was incorporated on June 21, 1982 under the 
Canada Business Corporations Act as an agent of Her Majesty 
pursuant to the Government Companies Operations Act, and was 
named as a parent Crown corporation on February 7, 1985 in 
Schedule C, Part I of the Financial Administration Act. Two- 
thirds of the capital stock is held by the Canada Lands Company 
Limited, also a parent Crown corporation. On May 16, 1985 one- 
third was transferred from the Minister of Communications to the 
Minister of Public Works, the Responsible Minister with whom 
the control of the Corporation lies. 

The business of the Corporation is limited to construction, in 
the National Capital Region, of buildings for the National Gal- 
lery of Canada (NGC), the National Museum of Man (NMM) 
and any other national museum which the Governor in Council 
may direct, including the acquisition, control, administration and 
disposal of land required for the construction. 

In September 1981, the Government allocated $185 million for 
the two projects. This was revised in November 1983 to $191.45 
million. In October 1985 the Government approved an additional 
$69.54 million, bringing the total funds allocated to $260.99 mil- 
lion for the period to March 31, 1989 as follows: 


NGC NMM_ Total 
(in millions of dollars) 


REQNISETUCTION ccc ccses etcaterstectte oe Rsresrieee reece 116.27 109.20 225.47 
Architects and consultants..................0ssscsseeree 10.12 13.60 23.72 

126.39 122.80 249.19 
(Administration expenses ne esteniate see 5.90 5.90 11.80 


132.29 128.70 260.99 


The Government also approved that the National Capital Com- 
mission contribute towards the landscaping of both projects, in the 
total estimated amount of $7 million which is to be provided out 
of the Commission’s existing budget. 

In its status report on the two museums submitted to Treasury 
Board in April 1986, the Corporation indicated that additional 
funding would be required to complete the two projects. 

On April 24, 1986 the Treasury Board decided, among other 
things, to: 


(a) Request that the Minister of Public Works seek Treasury 
Board consideration by September 15, 1986 of the construc- 
tion of the NMM based on estimates which would provide 
for the establishment of realistic project objectives suf- 
ficiently accurate to obtain effective project approval. 


(b) Direct that no new contracts be awarded for NMM prior to 
Treasury Board’s consideration of the NMM issue, except 
for those contracts required for the closing in of the existing 
structures. 


In February 1983, the Government approved the construction 
sites and architects and in November 1983, building concepts as 
developed by the architects and the long-term forecast of the 
building schedule and funding requirements for each museum. No 
provision was made for the cost of the sites. Major portions of the 
sites for the two museums are federally owned with the legal title 
to the lands currently belonging to the National Capital Commis- 
sion. On March 26, 1986, the Treasury Board approved the trans- 
fer of the lands of NMM and NGC currently owned by the Com- 
mission to Department of Public Works. The transfer is subject to 
Governor in Council approval. Negotiations to resolve the issue of 
legal title to parts of the sites that are not federally owned are cur- 
rently underway. 


. Significant accounting policies 


(a) Basis of accounting 


These financial statements account for the costs incurred by 
the Corporation in the construction of the museums. They do 
not account for costs incurred by the National Capital Com- 
mission for sites or by the National Museums of Canada for 
accommodations planning and fit-ups. 


(b 


— 


Capitalization 


All expenditures, including those for site evaluation, design, 
construction and administration, will be capitalized until the 
museums are completed. Interest and other income is cred- 
ited to construction in progress. Costs are allocated direct to 
each museum when they can be specifically identified. All 
other costs are allocated equally to the two museums. 


. Capital stock 


Three shares are authorized and issued at $1 per share and 
shall not be transferred without the approval of the Governor in 
Council. 


. Contributed capital 


During the year funding of $46.5 million (Vote 20) was pro- 
vided through the estimates of the Department of Communica- 
tions for the expenditures of the Corporation (1985—$31.495 mil- 
lion, Vote 11 C of the Department of Public Works). 


1986 =1985 
(in thousands 
of dollars) 
Openingibalancemeece sn etree ere ee, 44,847 13,352 
Funds provided through the estimates...................0000008 46,500 31,495 
Ending balance ser seamen ere cere ieee 91,347 44,847 


. Pension plans 


The Corporation has entered into an agreement with one of its 
officers to provide him with supplementary pension benefits. Pro- 
vided all terms and conditions of his employment agreement are 
fulfilled, the officer shall receive upon termination of employment 
on March 31, 1987, an annual pension of $35,000, inclusive of 
pension funds transferred from previous employment, indexed to 
the greater of the cost of living or 6%. As at March 31, 1986, 
$225,000 had been fully funded by the Corporation which, includ- 
ing accrued interest, should be sufficient to meet the future obli- 
gation. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


In addition, the Corporation has instituted, with a private sec- 9. Related party transaction 


tor organization, a contributory pension plan covering all its regu- 
lar employees. The employees and the Corporation contribute 
equally to the cost of the plan. The Corporation’s contributions 
represent its total liability and are recognized in the accounts on a 
current basis. 

Pension costs for these plans amounted to $70,244 for the year 
ended March 31, 1986 (1985—$102,475). 


. Contractual obligations 


As at March 31, 1986, commitments for construction and 
related costs amounted to approximately $56.4 million as follows: 
(in 
thousands 
of 
dollars) 


National'Galleryiof @Canadaew. ee tee 38,738 
National! Museum/of Man seers... catia iene. dot tersie ae 17,645 


56,383 


. Lease commitment 


The Corporation has entered into a lease agreement for office 
space. Under the terms of the lease the future minimum rental 
payments is as follows: 


$ 
1986-87 cnc. ejects ee Ben ie eed Sa neta 540,000 


. Contingencies and claims 


The cities of Ottawa and Hull are seeking building permit fees 
and development charges from the Corporation in the amount of 
$1.4 million. It is anticipated that the permit fees and develop- 
ment charges will be resolved by the Department of Public Works 
by means of exchange of real properties between the Department 
and the respective cities. 

The Corporation has received claims from contractors, archi- 
tects, construction managers, engineers and others amounting to 
approximately $5.9 million. Because the Corporation is unable to 
assess the likelihood of its having to make payments in respect of 
these claims, no provision has been made in these financial state- 
ments. 

The Budget of May 23, 1985 imposed additional sales tax on 
prefabricated construction goods. The Corporation estimates that 
additional cost as a result of the increase in sales tax would 
amount to approximately $569,000 on existing contracts. Of this 
amount, $172,000 was accrued in the accounts as at March 31, 
1986, pending sales tax claims to be submitted by contractors. 


The Department of Public Works assuming responsibility since 
May 1985 has provided technical support amounting to approxi- 
mately $122,000. The Department has also provided without 
charge the services of a senior officer to the Corporation on a full 
time basis. 


10. Administration expenditures 


The Corporation incurred the following administration expendi- 
tures which have been allocated equally to each Museum on the 
schedule of construction in progress: 


1986 1985 
(in thousands 
of dollars) 

Salaries and employee benefits ..................cccccsccccsessessseseseees 1,299 1,463 
Office accommodation saree ten eee errs 692 E474 
Professional and special services...............c.cccccccsesssesteseseeees 218 294 
Communication (ener cm ne terete cnc crrccs sete mae ene 92 155 
Rentaliofiequipmente ens t. cence nr eee eee 87 79 
Wtilities;materialiandisuppliess..0....1e cee eet 53 78 
Travel'and transportation eee ee 38 174 
Other :.. «ccna rei ee eee 17 13 
Public information 2aa.- eo ee ee ee 15 81 
Office furniture andiequipmentes seen ane i 126 

2,518 2,880 | 


* Adjusted to reflect an over-accrual of $164,000 in 1984. This adjust- | 
ment has no effect on other Financial Statement items. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Concluded 


SCHEDULE OF CONSTRUCTION IN PROGRESS 
- FOR THE YEAR ENDED MARCH 31, 1986 
_ (in thousands of dollars) 


National Gallery of Canada National Museum of Man Total 
Cumu- Cumu- Cumu- Cumu- Cumu- Cumu- 
lative lative lative lative lative lative 
to to to to to to 
March 31, March 31, March 31, March 31, March 31, March 31, 

1985 1986 1986 1985 1986 1986 1985 1986 1986 
Site: evaluation witae en ateiee eee 108 108 108 108 216 216 
Architects and consultants ................... 5,881 2,916 8,797 6,319 2,902 9,221 12,200 5,818 18,018 
Construction managef®s ................606 1,408 951 2,359 1,316 935 22251 2,724 1,886 4,610 
| Other construction Costs ..........cccec 15,796 DONS 43,309 9,133 12,682 21,815 24,929 40,195 65,124 
23,193 31,380 54,573 16,876 16,519 33,395 40,069 47,899 87,968 
_ Administration (Note 10) ................. 3,485 1,259 4,744 3,485 1,259 4,744 6,970 2,518 9,488 
26,678 32,639 $9,317 20,361 17,778 38,139 47,039 50,417 97,456 
| Less: interesGinCOMC we. eee 534 216 750 534 215 749 1,068 431 1,499 


26,144 32,423 58,567 19,827 17,563 37,390 45,971 49,986 CROSS 
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SUMMARY PAGE 


CANADA PORTS CORPORATION 


MANDATE 


Planning and coordinating the development of the 15 ports and harbours, previously administered by the National 
Harbours Board, to achieve the objectives of the national ports policy and support Canadian international trade 
objectives, as well as other social and economic objectives. The Corporation is also responsible for the direct 
administration, management and control of the ports and harbours not granted local port corporation status. 


BACKGROUND 


The Corporation was established in 1983 with responsibility for the 15 ports and harbours across Canada that 
previously fell under the jurisdiction of the National Harbours Board. Subsequently, local port corporations were 
established at Montreal and Vancouver (in July 1983) at Halifax, Quebec and Prince Rupert (in June 1984) and at 
St. John’s (in June 1985). These corporations are now operating with a high degree of local autonomy. 


CORPORATION DATA 
HEAD OFFICE 99 Metcalfe Street 
Ottawa, Ontario, 
K1A ON6 
STATUS —Schedule C, Part II 
—an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS Pursuant to the National Harbours Board Act, R.S.C., 1970, 
OF INCORPORATION C. N-8, s. 3; reconstituted by the Canada Ports Corporation Act, 
S.C. 1980-81-82-83, C. 121, s. 1, proclaimed February 24, 1983. 
CHIEF EXECUTIVE Denis de Belleval 
OFFICER 
CHAIRMAN Ronald Huntington 
AUDITOR Touche Ross and Co. 


FINANCIAL SUMMARY* (§ million) The financial year is the calendar year. 


1985 1984 1983 
(restated) 
At the end of the year 
POLAR ASSCUS i cseted cnr. allG Sg ehinset akoaaxcgele eee aoe ee ee ee Pie le) 246.5 445.8 
Obligationsto the-private sector... c.c.csascane ees eee nil nil nil 
Obligations:to; Canadas, ccs; aca matinee eres ee 85.0 85.1 202.9 
ROuIty of Canadas. 0st ami ae ceeds eneias Mmen ke ate ae en 92.8 106.9 185.9 
Cash from Canada in the year 
ADU ETAL Vile tap Se co sca Weert «cna aie Raa, ies ee ee 14.1 35.0 23.8 
==NON= DUG BELAY sales. ai cca sae a ee ah 2.6 4.9 Tol 


* Assets and related liabilities of this Corporation have been transferred to new local port corporations. 
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CANADA PORTS CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Canada Ports Corporation 
as at December 31, 1985 and the statements of income, deficit, con- 
tributed capital and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


Coopers & Lybrand 
Chartered Accountants 
Ottawa, Canada 
February 21, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 
| (in thousands of dollars) 


ASSETS 1985 1984 
(restated 
Note 5) 

Current 

aS Ne eee eee oe ied ne or aire ntact Cases Murcenvea soe 641 894 
irivestimentsilINOtesd wweu sae en cece aos trees 61,740 59,134 
PACCOUNES ECELVA DO cre et ee Per ee eee ei Miisee ine ee R 4,237 4,116 
DuetromeGanadatn...ceaere eee. oe kee ine 2,645 3,468 
Matertalsiancisupplies senieas hye So ees. eee. oes 514 530 
69,777 68,142 
ssong-term investments (Note'4) oi. cocccscectccgecsccetesesseucessseser 19,102 19,973 
| Investment in Ridley Terminals Inc. (Note 5) ................00. 16,227 21,024 
BX EC ASSELSI(IN OLE HT) eee tet coo ons oak sckch Sucatvarvonetacrshanvandses 126,147 137,321 
231,253 246,460 


On behalf of the Board: 


~ THE HONOURABLE A.R. HUNTINGTON 
| Chairman 


| DENIS DE BELLEVAL 
President and Chief Executive Officer 


LIABILITIES 


Current 
Accounts payable and accrued liabilities (Note 8)........... 
Grantsimiicu of municipalitakesaemmete serene eres 


Long-term 
Accruediemployecibenelits ers netet eaten ayer weer 
Financing provided by a province (Note 9) ..............c00 
Ioans from\Canadan( Noten! 0) meeveserencc sree creer 


EQUITY OF CANADA 
Contribution from Canada (Note 12).........ccccccceceeeeeseeeeees 


Contributed,capitalte tae ts eee eee. 


Deficit 
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1985 1984 


(restated 
Note 5) 


14,607 
678 


15,285 


13,539 
480 


14,019 


1,554 
19,696 
103,144 


124,394 


1,562 
18,596 
104,110 


124,268 


20,072 20,072 


130,734 
57,966 


72,768 
231,253 


142,319 
55,484 


86,835 
246,460 
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CANADA PORTS CORPORATION—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 
REVeriNenrOmlopera Onsen ee ee eee 23,548 
Operating and administrative expenses—Net.............0000000 17,581 
Depreciation 2:8). secs. cctectt ee eoctees Mee eer nse eee ee 5,933 
Grantsiniliculotimunicipal taxes coe 2,076 
25,590 
INetulossifromioperations see ee res (2,042) 
INVeEStnentsinCOme maces eerste renee eee eet et aera, 8,473 
MNLETESEEX PENSE! iv B seve. Govvccsrtecsvasteersccscsecsccunesteeraeratecso ees (3,720) 
Net income before the undernoted items...................:.c0000 PTI 
Net income of ports established as local port corporations 
(NoteB) RIAL e er oe ee REE eee 468 
Share in loss of Ridley Terminals Inc. (Note 5) ................0. (4,797) 
INetsincome:( OSS)’ SF sn te ctece Bc he eta cnet nn eee (1,618) 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 
1985 
Deficit at beginning of the year 
ANSIPPEVSOUSLY/ TEPORLEM averse: cucersee ns. reesneesstssecate ss eerocerens 56,775 
Adjustment of prior year’s share in loss of Ridley Ter- 
minalsjincs (INOte:5) aeeeissen econo ceteanererce re ere (1,291) 
AS TES(At edema een et earee ef cone coeckeniies Miaeee neers 55,484 
INetincome)(1GSs) Reese teens ecscmererr neta ene (1,618) 
57,102 
Deficit assumed by local port corporations (Note 3)............ 
Surplus transferred to a local port corporation 
CNOte3) areca oe reer en errr tec rer eee 864 
Deficitvatiendiofitheyeat enw sccues ce torreon cetera, 57,966 
STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 
1985 
Contributed capital at beginning of the year.................. 142,319 
Contributed capital transferred to local port corpora- 
TIONS CIN OUG)S)) eter ee orlos ak eda eee ee (11,585) 
Contributed capital at end of the year «00.0.0... 130,734 


1984 
(restated 
Note 5) 
24,862 


16,981 
6,290 
2,229 


25,500 
(638) 
7,526 
(3,413) 
3,475 
3,714 
(1,406) 
5,783 


1984 


(restated 
Note 5) 


156,521 


156,521 
5,783 


150,738 
(95,254) 


55,484 


1984 


322,385 


(180,066) 


142,319 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 198 
(in thousands of dollars) li 


1985 1984 
(restated 
Note 5) 
Operating Activities 
Net income: (loss) t=ateeesihers:< oe Sal en ee aes (1,618) 5,783 
Items not affecting cash 
Depreciation rere ete ter tec eecrratrreenete 6,078 7,981 
Deferred interests. ree aren ek oc eee 609 2,392 
Share in loss of Ridley Terminals Inc. ..................:0006 4,797 1,406 
Other:...2.¢720eeHs. Be MIRaeS SM es Sree ieee ae: 122 (241) 
Decrease (increase) in operating components of working 
Capital! -2<. pee ot Genentech see ene (245) 4,371 
Cash provided by operating activities 0.0.0.0... ccs 9,743 21,692 
Financing Activities 
Capital’ grants: 2. ee cos rycnccertes reset rece ese cae cans tee eee 14,127 34,880 
Loans’from Canada o>. eatree semen. tates eee 2,570 4,881 
Recoverable contribution from Canada...............::cc0c0 106 
Loans from Canada currently payable ...............cccceee (1,712) (1,112) 
Decrease (increase) in current portion of financing pro- 
vidediby/a provinces. tence een eee eee 1,100 (810) 
Repaymentiofideterrediinterest eee eee (486) 
Cash provided by financing activities............0....:cccc 155999) Was 945 
Investing Activities 
Additions itotixediassets serene 17,310 43,516 
Investment in Ridley Terminals Inc.—Net .................0.. 3,159 
Other ick. ee Ae ee eR ee en (12) (242) 
Cash required by investing activities..............0....cccccce 17,298 46,433 
Increase in cash and short-term investments .................:06 8,044 13,204 


Cash and short-term investments at beginning of the year. 60,028 94,170 
Cash and short-term investments transferred to local port 
Corporations: (INote:3) ion cans cree erence (5,691) (47,346) 


Cash and short-term investments at end of the year ............ 62,381 60,028 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Canada Ports Corporation Act 


Canada Ports Corporation is established under the Canada 
Ports Corporation Act. The Act provides for the establishment of 
local port corporations to manage and operate selected ports. The 
Corporation is named in Part II of Schedule C of the Financial 
Administration Act and is exempt from income tax. 


2. Significant accounting policies 


(a) Financial statements 


The financial statements of the Corporation include the 
accounts of all the ports and other facilities under its 
administration. The activities of the local port corporations 
are excluded from the financial statements from the date of 
their establishment. 


(b) Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 


(c 


— 


Investment in Ridley Terminals Inc. 


The investment in Ridley Terminals Inc. is accounted for on 
the equity basis. 
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CANADA PORTS CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


(d) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


Pension costs 


(e 


— 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions 
represent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


(f) Insurance 


The Corporation assumes substantially all risks against fire 
and general perils, as well as for workers’ compensation 
claims. Any costs arising from these risks are recorded in the 
accounts in the year they can be reasonably estimated. 


(g) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(h) Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave, sick 
leave and overtime compensatory leave, which are payable to 
its employees in subsequent years under its collective agree- 
ments, or in accordance with its policy. 


(i) Interest on contribution from Canada 


Interest on the contribution from Canada is reflected in the 
financial statements in the year paid as it is contingent upon 
the receipt of dividends from Ridley Terminals Inc. 


. Local Port Corporations 


Effective June 1, 1985, the Port of St. John’s was established as 
a local port corporation under the name of St. John’s Port Corpo- 
ration. The Port of Halifax, the Port of Québec and the Port of 
Prince Rupert had been previously established as local port corpo- 
rations on June 1, 1984 under the names of Halifax Port Corpora- 
tion, Port of Québec Corporation and Prince Rupert Port Corpo- 
ration. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred to the local port cor- 
porations at their carrying value in the accounts of the Corpora- 
tion as follows: 


1985 1984 
(in thousands 


of dollars) 
Assets 
Cash and short-term investments ...............cccccceceeee0ee 5,691 47,346 
Other: working (capitals sree eee ee (303) (2,248) 
long-term investments =e ee eee re 944 6,589 
Long-term amounts receivable .................ccccccceees 245 
Fixed 22 ey, SO CARS ie eae ee enn DS Siisoe 152-425 
14,467 204,357 
Liabilities 
Long-term accrued employee benefits ..................... 69 1,619 
EKoans fromiCanadaw: |. ene. . ee ee 1,949 68,668 
Recoverable contribution:from Canada.................... 49,258 
2,018 119,545 
Equity 
Contributedicapitalemer. = see tena ee en 11,585 180,066 
DEfiCit: Moe cae tee en Le (95,254) 
SUP Plus ieveee., caetceeetcces ners. ee ee Me ease ees tees 864 


14,467 204,357 


The statement of income includes the results of operations of 
the Port of St. John’s for the five month period ended May 31, 
1985 and for the year ended December 31, 1984, and the results 
of operations of the Port of Halifax, the Port of Québec and the 
Port of Prince Rupert for the five month period ended May 31, 
1984 as follows: 


1985 1984 
(in thousands 

of dollars) 
RevenuefromoperationSaeee ec cere eee 975 15,753 
Operating and administrative expenses ................000 S35 ale520 
Depreciation? «.222...3 2 pet ee csc eens 145 1,691 
Grants in lieu of municipal taxes... eects 18 35] 

736 §=©14,562 
Netiincome fromioperationS.es sent rete ere 239 1,191 
Investment:income?... 2h. Ree ee re ee 291 2,678 
Interest:expense {ex See ee ee ce (62) (155) 
Net income of ports established as local port corpora- 

LIONS): 5. ee Bee SA RS Anis Pee ee 468 3,714 
. Investments 


Investments, which are direct and guaranteed securities of 
Canada, are: 


1985 1984 
Market Market 
Cost Value Cost Value 
(in thousands of dollars) 
Currents. #2 Siacore 61,740 61,726 59,134 59,360 
Wong-terinee ee 19,102 21,830 19,973 20,015 


. Investments in Ridley Terminals Inc. 


Ridley Terminals Inc. (RTI) was incorporated on December 
18, 1981, under the Canada Business Corporations Act to 
develop, manage and operate a coal terminal on Ridley Island at 
the Port of Prince Rupert. 
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CANADA PORTS CORPORA TION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


At December 31, 1985, Canada Ports Corporation (the Corpo- 
ration) had acquired, at a cost of $23,021,400, 90% of the issued 
common shares ($900) and 100% of the Class A preference shares 
($23,020,500) of RTI. As of that date, Fednav Limited had 
acquired, at a cost of $23,020,600, 10% of the issued common 
shares ($100) and 100% of the Class B preference shares 
($23,020,500) of RTI. 

As a result of RTI’s successful appeal of the assessment of the 
1983 and 1984 property taxes $2,582,000 was refunded to RTI in 
March 1985. The Corporation’s deficit balance at January 1, 
1985, has been adjusted by $1,291,000 representing the Corpora- 
tion’s 50% share of the amount received. Since RTI began opera- 
tions in 1984, net income for that year has been restated by the 
entire amount. 

The Corporation’s investment in RTI is accounted for on the 
equity basis. Application of this method in years in which RTI has 
a deficit requires that the Corporation recognize a share of the 
results of operations of RTI equal to its participation in the total 
equity in RTI which, at December 31, 1985, was 50%. In years in 
which RTI has retained earnings, the Corporation’s share of the 
results of operations will be proportionate to its shareholding in 
common shares, after recognizing the dividend requirements of 
the two classes of preference shares. 

The investment in Ridley Terminals Inc. is composed of: 


1985 1984 
(in thousands 
of dollars) 
(restated) 

Balance at beginning of the year ..............cccceeeee 21,024 19,271 
MNVEStINENE IN SHAresewee scat eee tea hanes 3,450 
Elimination of inter-company charges ................0c000 (291) 
SNARE MMOS ee ee ear tte epee sc tasea ten setting (4,797) (1,406) 
Balanceratiendiolithe yearns ee ee ee 16,227 21,024 


A summary of the balance sheet of RTI as reported in its 
audited financial statements shows: 


1985 1984 
(in thousands 
of dollars) 
(restated) 
Assets 
GUT 9 Ror LRRe Bs IR ii A ee SIRs ae MD, De 4,580 8,739 
EXO Ae eee de Seca etcetera ee 230,540 236,420 
LO THATS Cares cic rena ae nh WERT ea cB pS bee ee 92 100 
235,212 245,259 
Liabilities 
QUEEN Ee sree ere nt et ctr ce ate ee 1,941 3,768 


199,636 198,261 

~ 201,577 202,029 
33,635 43,230 

~ 235,212 245,259 


RTI has long-term financing agreements with a major 
Canadian bank as follows: 


(a) A construction credit agreement which is guaranteed uncon- 
ditionally by Canada and is further secured by a 
$250,000,000 floating charge collateral demand debenture. 
On July 1, 1985, all borrowings converted to a fifteen year 
term loan with specified semi-annual repayments commenc- 
ing July 31, 1991 and the balance repayable January 31, 
2000. As at December 31, 1985, the indebtedness under this 
agreement amounted to $199,036,000. 
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This indebtedness includes bank loans of $65,000,000 at the 
bank’s prime rate payable monthly, and Bankers Accept- 
ances, net of unamortized interest charges, of $134,036,000. 
The Bankers’ Acceptance fee is currently 2% per annum. 


(b) A revolving credit loan agreement which provides an 
$80,000,000 credit facility for advances on a revolving basis 
until June 30, 1989 at which time all borrowings will convert 
to a term loan repayable in specified semi-annual instalments 
and the balance on January 31, 1992. This agreement is 
secured by a collateral demand debenture with the terminal 
facility as security and an assignment of the lease with the 
Prince Rupert Port Corporation. Interest on the revolving 
credit loan agreement is at the bank’s prime rate plus 4% per 
annum, payable monthly. As at December 31, 1985, draw- 
downs of this credit facility amounted to $600,000. 


The Class A preference shares carry a fixed cumulative divi- 
dend at a rate of 18% per annum on their stated value. The © 
Class B preference shares carry a fixed cumulative dividend 
at a rate sufficient to net 20% after tax per annum on their 
stated value. The Class B preference share annual dividend of | 
20% is a net sum after deducting an amount equal to the pre- 
vailing aggregate federal and provincial corporate income 
and profit taxes applicable to the dividend. 


Holders of the Class A and B preference shares are entitled | 
to interest at the respective dividend rates in the event that — 
dividends accrued are not paid. Unpaid interest compounds — 
annually at the same respective rates. Interest has accrued | 
since April 30, 1982. The preference shares are redeemable — 
at any time at their stated value plus accrued dividends and © 
unpaid interest thereon. Preference dividends and related | 
interest in arrears at December 31, 1985, calculated at tax 
rates prevailing as at that date with respect to the Class B~ 
rate amount to: 


1985 1984 
(in thousands 
of dollars) 
Class A preference shares held by Canada Ports 
Corporation) t...ccttee 5 eee ae ee ee 12,930 7,196 
Class B preference shares held by Fednav Lim- 
ited senatik. Aceh hee es are ee? 29,764 15,793 
42,694 22,989 


RTI became operational September 1, 1984. The results of its 
operations for the year ended December 31, 1985, in comparison | 
with the four month period ended December 31, 1984, are as fol- 
lows: | 


1985 1984 
(in thousands 
of dollars) 
(restated) 
Revenue fromioperations i nes ote rar crates see oecaees 30,855 12,008 
Operating and administrative expenses ...............0..004. 12,943 4,377 
Depreciatione.<irc.c te cwwet eer cect ator ere 7/ PA? 2.205 
IMtereStheX PCNSC cetera ea Rc ceed 20,294 8,188 
40,449 14,820 
ING taOSS cree icc rr cca eet Sen, Run Ree ee ecg ede ge eae (9,594) (2,812) 
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CANADA PORTS CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


6. Debentures of Saint John Harbour Bridge Authority 


The Saint John Harbour Bridge Authority is indebted in the 
amount of $14,257,000 (1984—$14,355,000) to the Corporation 
which in turn is indebted to Canada in the same amount, in 
accordance with the provisions of Vote L106B, Appropriation Act 
No. 7, 1967, 1967-68, c. 8. The interest and repayment terms of 

_. the parliamentary advances to the Corporation are identical to 
those of the debentures of the Authority. Under the terms of the 
| agreement between Canada and the Authority, Canada has, in 
effect, guaranteed the repayment of both principal and interest on 
the debentures. Therefore, both the debentures received and 
advances and loans payable to Canada have been offset against 
each other and are not reflected as a separate asset and liability 
on the balance sheet. Interest income and expense of $978,000 
(1984—$985,000) have been similarly offset and do not appear in 
the statement of income. 

On July 9, 1981, Treasury Board agreed to the transfer of the 
responsibility for the administration of the indebtedness of Saint 
John Harbour Bridge Authority as well as the equivalent loan 
payable to Canada from the accounts of the Corporation to those 
of Transport Canada. As at December 31, 1985, this transfer had 
not been completed. 


. Fixed assets 


(a) Summary 


1985 1984 
Accu- 
Depre- mulated 
ciation depre- 
rates Cost ciation Net Net 
% (in thousands of dollars) 
andes. 35,647 35,647 38,843 
Dredging.......... 2.5-6.7 11,297 6,110 5,187 5,619 
Berthing struc- 
tUnesweee: 2.5-10 96,869 40,779 56,090 58,515 
Buildings.......... 2.5-10 31,266 18,538 12,728 14,077 
Utilitiest..c002: 3.3-10 9,986 3,581 6,405 6,920 
Roads and sur- 
facesee, 70. 2.5-10 6,598 4,869 1,729 2,176 
Machinery and 
equipment... 5-100 21,912 Sion S 6,337 7,458 
Office — furni- 
ture and 
equipment.... 20 2,509 2,047 462 514 
Works under 
construction . 1,562 1,562 3,199 
217,646 91,499 126,147 137,321 


(b) Capital grants 


During the year, the Corporation received capital grants 
totalling $14,127,000 (1984—$34,880,000) towards the con- 
struction of capital projects. 


(c 


— 


Capital expenditure commitments 


Contractual obligations for the completion, construction and 
purchase of fixed assets are estimated at $3,700,000, of 
which most will be expended in the year ending December 
31, 1986. 


8. 


il 
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Accounts Payable and Accrued Liabilities 


Included in accounts payable and accrued liabilities are the fol- 
lowing: 


1985 1984 
(in thousands 
of dollars) 
Deferredtrevenies...-c etree eee ee 749 1,003 
Current portion of long-term liabilities ........0.0.0....0. LL e222 


. Financing Provided by a Province 


The Province of New Brunswick advanced $25,000,000 to par- 
tially finance the construction of Rodney Terminal, Saint John, 
which is owned by the Corporation. Until the non-interest bearing 
advance is repaid, the Province will receive annual principal pay- 
ments equal to 47% of the net operating income of the terminal. 
As at December 31, 1985, the Corporation has not provided for 
any current portion payable estimated at $750,000 as the net 
operating income has been eliminated by the application of the 
cost of major repairs to the terminal. The Province is disputing 
this accounting treatment. 


. Loans from Canada 


1985 1984 
(in thousands 
of dollars) 
Loans bearing interest at 6.44% to 15.625% with 
blended annual principal and interest repayment 
requirements of $4,870,000 and maturing between 
December 31, 1993 and 2005 0.0... cceeeseesseeeeeees 29,362 29,470 
Deferred’ interest ..44..c00ee ee 4,371 4,247 
LESS: CUIrENt POLtiOn... se eee eee 1,712 pel 2 
32,021 32,605 
Non-interest bearing loans with indefinite due date ... 55,609 55,609 
Accrued interest on loans not due and payable ........... 15,514 15,896 


103,144 104,110 


Loans of $19,737,000 from Canada for the construction of new 
terminal facilities for the Port of Saint John bear interest at rates 
of between 11.0% and 15.6%. Payment of the interest on these 
loans was deferred until March 31, 1985, and thereafter repay- 
ment is to be made in ten equal instalments of $486,000, without 
interest, commencing December 31, 1985. 

Principal repayment requirements over the next five years 
amount to $1,226,000 in 1986, $1,369,000 in 1987, $1,529,000 in 
1988, $1,708,000 in 1989 and $1,909,000 in 1990. 


Contingencies 


Claims aggregating approximately $1,500,000 in respect of 
lawsuits, guarantees, employee agreements, damage allegedly suf- 
fered on the Corporation’s property and sundry other matters in 
dispute have been received by the Corporation but are not re- 
flected in the accounts. In the opinion of the Corporation, the 
final outcome of such claims should not result in any material 
financial liability. 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


12: 


13. 


14. 


Contribution from Canada 


In 1982, the Corporation received from Canada a contribution 
of $20,072,000 for the purchase of shares in Ridley Terminals 
Inc. The terms and conditions of repayment of the contribution 
are to be determined by Treasury Board and the Corporation 
prior to April 1, 1989. 

Interest is to be calculated on the contribution at the average 
borrowing rate for Crown corporations in effect while the contri- 
bution is outstanding. The payment of principal and interest is 
contingent upon the receipt of dividends from Ridley Terminals 
Inc. Interest on this contribution will be reflected in the financial 
statements in the year paid. At December 31, 1985, the interest 
accumulated is approximately $9,500,000. 


Subsequent Event 


Canada has requested cash contributions from various Crown 
Corporations. As part of this cash recovery exercise, there was a 
request for a contribution of $133,000,000 from the Ports Canada 
system made up of the Canada Ports Corporation and the six 
Local Port Corporations, of which $83,000,000 is payable by 
March 31, 1986, and $50,000,000 by June 30, 1986. 

The Board of Directors of Canada Ports Corporation has 
resolved at its meeting of February 11, 1986, to remit to Canada 
the sum of $17,536,000 representing the Corporation’s share of 
the $83,000,000 requested contribution payable by March 31, 
1986. The Corporation’s share of the $50,000,000 payable by 
June 30, 1986 has not yet been considered by the Board. 


Comparative Figures 


The 1984 figures have been reclassified in order to conform 
with this year’s presentation. 
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SUMMARY PAGE 


CANADA POST CORPORATION 


MANDATE 


To operate a postal service on a self-sustaining financial basis while providing a standard of service that will meet the 
needs of Canadians. 


BACKGROUND 


The Canada Post Corporation Act requires the Corporation to fulfill its mandate while “improving and extending its 
products and services,” having regard to “the need to conduct its operations on a self-sustaining financial basis.” The 
Corporation is also called upon to manage its human resources “in a manner that will both attain the objects of the 
Corporation and ensure the commitment and dedication of its employees.” 


CORPORATION DATA 
HEAD OFFICE Sir Alexander Campbell Building 

| Confederation Heights 

Ottawa, Ontario 

| K1A OBI 

STATUS — Schedule C, Part I 

— an agent of Her Majesty 

APPROPRIATE MINISTER The Honourable Michel Cété, P.C., M.P. 
DEPARTMENT Regional Industrial Expansion 

DATE AND MEANS Pursuant to the Canada Post Corporation Act (S.C. 1981, C. 54), 
(OF INCORPORATION proclaimed October 16, 1981. 

(CHIEF EXECUTIVE Donald H. Lander 

OFFICER 

CHAIRMAN Sylvain Cloutier 

AUDITOR Maheu Noiseux and the Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 
1985-86 1984-85 1983-84 1982-83 


At the end of the period 
BEET A SSEES cae ce esha et inca ae ee ec ee 2,451 2370 2,403 2,260 
ODUSATIONS ORC Private sector nth ccm ee eer eee nil nil nil nil 
eimationssti:© anaGa gee ees i ee ere a aie we nil nil nil nil 


Prine Ole ar eer ne enn ener 1,576 1,602 1,645 1,638 
Cash from Canada in the period 

SE POUCOCLAT Ys aie. nr eee eee te) eC en A eo 184 347 306 262 

Bacon DUD ELAT Y eae were ert a mek cote as clans nil nil nil nil 


* Budgetary amounts do not include the special payments for cultural and other mails. 
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CANADA POST CORPORATION 


RESPONSIBILITY FOR FINANCIAL REPORTING 


The Board of Directors is responsible for the financial statements 
and all other information presented in this annual report in accordance 
with the Financial Administration Act and regulations. The financial 
statements have been prepared by management in accordance with 
generally accepted accounting principles and, where appropriate, 
include amounts based on management’s estimates and judgment. 


Management has developed and maintains books of account, 
records, financial and management control and information systems 
and management practices. These are designed to provide reasonable 
assurance that assets are safeguarded and controlled, and transactions 
are in accordance with the Financial Administration Act and regula- 
tions as well as the Canada Post Corporation Act and by-laws of the 
Corporation. Internal audits are conducted to assess these systems and 
practices. 


The Board of Directors ensures that management fulfills its respon- 
sibilities for financial reporting and internal control through the Audit 
Committee which is composed of five directors, three of whom are not 
employees of the Corporation. The Audit Committee meets at least 
annually to review, and advise the Board of Directors with respect to, 
the financial statements and the auditors’ annual report. The Audit 
Committee also oversees the internal audit activities of the Corpora- 
tion and performs such other functions as are assigned to it. 


The Corporation’s external auditors, the Auditor General of Canada 
and Maheu Noiseux, examine the financial statements and report to 
the Minister Responsible for Canada Post Corporation. 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 


ASSETS 1986 1985 
Current 
Gas Nee tees esas Soares ee eee eae eee ne 481,008 389,191 
Accounts receivable 
Governmentiof'Canadaie at. ree ee ee 9,389 4,284 
Foreign postal administrations................:ccccceee 80,456 74,015 
Othersa ie sae tes, bar eee en ee 8,731 9,782 
Prepaidiexpensesinccsrccesreeet race terierre rete 35,821 38,893 
615,405 516,165 
Fixed (Notes 4 and 8) 
Land, buildings and equipment...............c cece 1,800,238 1,747,204 
Less: accumulated depreciation ...............ccccceseeeenes 321,821 243,170 
1,478,417 1,504,034 
Other 
Deferred employee termination benefits ..................... 357,606 349,714 
National Postal Museum (Note 5)............c:cccceeccee 1 1 
357,607 349,715 


2,451,429 2,369,914 


Contingent liabilities (Note 7) 
Approved by the Board: 


RENE J. MARIN 
Chairman 


IRVING R. GERSTEIN 
Chairman, Audit Committee 
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AUDITORS’ REPORT 


THE HONOURABLE MICHEL COTE, P.C., M.P. 
MINISTER RESPONSIBLE FOR CANADA POST CORPORATION 


We have examined the balance sheet of Canada Post Corporation as 
at March 31, 1986 and the statements of equity of Canada, operations 
and Government funding and changes in financial position for the year 
then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Post Corporation Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Maheu Noiseux 
Chartered Accountants 
Ottawa, Canada 
June 18, 1986 


LIABILITIES AND EQUITY OF CANADA 1986 1985 


Current liabilities 
Accounts payable and accrued liabilities 


GovernmentofiGanada. ee 101,510 31,747 
Foreign postal administrations.............0.0cccceeee 8,511 5,659 
Other eis ees ee 63,928 53,129 
Salaries\and: benefits)... ee ee ees 144,200 134,686 
Deferred revenues: fn ee ree eee 133,506 124,037 
Qutstandingimoneyordersiq= eee eres 59,217 63,167 
Deposits. Oe nce eee erieaee ee ea 7,033 6,240 
517,905 418,665 

Employee termination benefits (Note 6) ......0...00c08 357,606 349,714 
EQUITVIOB CANADA Ma crane enna eee eres 1,575,918 1,601,535 


2,451,429 2,369,914 
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CANADA POST CORPORATION—Continued 


STATEMENT OF EQUITY OF CANADA 
YEAR ENDED MARCH 31 
(in thousands of dollars) 


1986 
Contributed capital 
PANDIDERINTIN GD OLAV CATIA en ee tie teers heck sscesssacsccisasiveenss 1,677,692 
‘Parliamentary appropriation for special purposes 
(INGtES) er haere ee eee eed SRT: 526 
Atiend of year’ es. Aer, BO ee Fed NT ee: 1,678,218 
Accumulated Government funding adjustment 
Ati beginningiotyeare wn: se eee cose 76,157 
Wossifromioperations ss ms. pre. Os. Sa oe 210,427 
| Goverment [UnGing eae hee ee serene. cee (184,284) 
AtEnGOlsveater rer meter eens otros RA Piri E21 he 102,300 
EGuityOmcanadavsmerteccr ee een cok eee 1,575,918 
STATEMENT OF OPERATIONS AND 
GOVERNMENT FUNDING 
/ YEAR ENDED MARCH 31 
(in thousands of dollars) 
1986 
| Revenues 
IROStASE ee etn cee eae ee EN, RT oe ee 2,340,887 
Intermationalisettlementsmaniee cnt crtees een 119,387 
phiatelicand retailisalesae se, eee enuag heer 21,760 
Postioffice box‘rentalSomn..c:ste tees earn 18,602 
Money Ordertees cr. seein errata sete Me rece ay 15,936 
Other Seater eis ere. ORME ESE Sa. AF 16,009 
2,532,581 
Cultural publication mailings subsidy (Note 9)......... 225,093 
2,757,674 
1 
xpenses 
BES alaTiGS ANG OCNEL ES sess cay tesa oe wo tendes einavvinees 2,208,379 
Me lcansporta tombe rede aot ueecsntee netgear srsenc avert. ceeras 306,612 
FA CCOMMOGATIGNM EAE eh Ok Sah ghee teeter 136,088 
Depreciation meee.) shes. fet ater eet ee, kore ca 79,534 
Intemational. settlements <22.o....<ccies.cgltutncnnen 66,663 
Mase nals ANC SUDPUCS pete sore crete Baie ace can Tes 45,633 
Travel and communications .................cccccccsssecseseseseeees 35,435 
Computer, security and professional services ............. 32,402 
KEQEIMISSIONS ANG LCOS ct cater te ce teste tera reectanecrs 315295 
Rentals, repairs and maintenance....................:.c00005 9,066 
Advertising and publications. ..............:.ccccccseeseseseeeees 7,593 
OYA NCEE escenario a 9,403 
2,968,101 
Loss PLOMMODEFATIONS ace ess eRe res caters ee etccesiGeseicats 210,427 
| Government funding adjustment (Note 10)............... 26,143 
Government funding (Note 10) ........cc.ccccscescsssseesseesseeesees 184,284 


1985 


1,673,779 


SHeNs! 
1,677,692 


28,287 
395,069 


(347,199) 


76,157 
1,601,535 


1985 


295123 
96,151 
21,396 
18,445 
10,634 

8,849 

2,274,598 

225,650 


2,500,248 


2,120,040 
297,095 
149,812 

77,287 
47,587 
44,639 
40,793 
S532 
31,145 
9,708 
15,682 
9,997 
2,895,317 


395,069 
47,870 


347,199 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31 
(in thousands of dollars) 
1986 1985 
Cash from operations 
WOssHrOUNOPeLationSiat ee eee ee een erence (210,427) (395,069) 
Items not requiring cash 
Depreciationt. 00...) Beas eee ee ee ee! 79,534 77,287 
Loss/(gain) on disposal of fixed assets ................... 883 (13) 
(130,010) (317,795) 
GovernmentiUndin gra screws es een eer tert 184,284 347,199 
Changes in non-cash working capital items 
ACCOUNTS FCCELV A DIC rere re a eter ee ener earn Eee (10,495) 175,601 
Accounts payable and accrued liabilities ................ 83,414 (60,087) 
Deterredirevenuesa.cetie ere cee eee 9,469 11,341 
Outstandingimoney Ordersi.c eee es eee oe (3,950) 8,898 
Othe terrence erent ren te ene eee 13,379 BONS 


146,091 195,872 


Cash from financing 
Parliamentary appropriation for special purposes...... 526 3913 


Cash invested 


Land and buildings acquisitions ...............0..:c:cceeeeee (15,394) (21,994) 
EquipmentacquisitionS mcswse scene ee ene (40,529) (15,436) 
— 5.923) 37,430) 
Parliamentary appropriation for special purposes...... 435 3,671 
Proceeds on disposal of fixed assets .............0:ccccecee 688 442 
(54,800) (33,317) 
Cashiincrease shee ee ee Se PREG EA 91,817 166,468 
Cashiatibesinning oisy carmen cecee te weet ees ee 389,191 222,723 
Cashtattendloiiyearien..cc0ccsces cen tae eae Mews leere 481,008 389,191 
Represented by 
Gashieenee nc site, Aen ee 423,696 326,024 


Money order funds in trust 57,312 63,167 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Incorporation 


The Corporation was established by the Canada Post Corpora- 
tion Act on October 16, 1981 to operate a postal service on a self- 
sustaining financial basis while providing a standard of service 
that will meet the needs of the people of Canada. The Corporation 
is a Crown corporation included in Part I of Schedule C to the 
Financial Administration Act and is an agent of Her Majesty. 
The Corporation is exempt from income taxes. 

The Canada Post Corporation Act provided that all the prop- 
erty, assets, rights, obligations and liabilities of the Post Office 
Department be transferred to the Corporation from the Govern- 
ment of Canada. 


2. Rate regulation 


The Canada Post Corporation Act provides that the Corpora- 
tion may make regulations prescribing rates of postage that are 
fair and reasonable so as to provide revenue together with any 
revenue from other sources, sufficient to defray the costs incurred 
by the Corporation in the conduct of its operations. The Corpora- 
tion is required to publish each proposed regulation for interested 
persons to make representations to the Minister responsible for 
the Corporation, who thereafter submits the regulation to the 
Governor in Council for consideration and subsequent approval or 
refusal. 
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CANADA POST CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Continued 


3. Significant accounting policies 


These financial statements have been prepared in accordance 
with generally accepted accounting principles. A summary of the 
significant accounting policies of the Corporation follows: 


(a) Fixed assets and depreciation 


Land, buildings, and equipment transferred from the Govern- 
ment of Canada on October 16, 1981 were recorded at their 
fair value at that date, determined as follows: 


Land — Market value based on existing 
use 
Buildings — Depreciated replacement cost 
Plant equipment, — Depreciated replacement cost 
vehicles, and sales or original cost less 
counter and office estimated depreciation 


furniture and equipment 


The market value of land and the depreciated replacement 
cost of buildings transferred by the Government of Canada 
was determined by independent appraisals. Acquisitions sub- 
sequent to October 16, 1981 are recorded at cost. 


Minor equipment, including mail bags and mail boxes, was 
recorded at an estimated depreciated replacement cost of 
$34,640,000 at October 16, 1981. Subsequent additions to 
the base amount are recorded at cost. No depreciation is pro- 
vided on the base amount or subsequent additions thereto. 
Replacement equipment is expensed as purchased. 


Depreciation is provided on the straight-line basis over the 
estimated useful lives of the following assets: 


Buildings 30 and 40 years 
Plant equipment 4 to 30 years 
Vehicles (other than passenger 

and light duty commercial) 6 to 10 years 
Sales counter and office furniture 

and equipment 5 to 20 years 


Depreciation is provided on the diminishing balance basis at 
an annual rate of 30 per cent for all passenger and light duty 
commercial vehicles. 


(b) Employee termination benefits 


Employees of the Corporation are entitled to specified termi- 
nation benefits, calculated at salary levels in effect at the 
time of termination, as provided for under collective agree- 
ments and conditions of employment. 


Until such time as the Corporation becomes self-sustaining 
(anticipated to be the year ending March 31, 1988), the 
present value of the projected costs of employee termination 
benefits is recorded in the accounts as a long-term liability 
offset by a deferred charge, since such costs will be recovered 
from future postal revenues and/or Government funding 
(Notes 6 and 10). The deferred costs are amortized and 
charged to operations on the same basis as the liability is paid 
and recovered from revenues and/or Government funding. 


(c 


— 


Revenue recognition 


Amounts received for which services have not been rendered 
prior to the end of the year are deferred. 


(d 


— 


Parliamentary appropriations 


The Government of Canada, through parliamentary appro- 
priations, provides funding for certain operations of the Cor- 
poration as outlined in Notes 9 and 10. The Corporation 
accounts for these parliamentary appropriations in operations 
of the year to which they relate. 


— 
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Parliamentary appropriations representing Government con- 
tributions are credited to equity of Canada. Funding of capi- 
tal items under a Government assistance program is applied 
to reduce the capital cost as outlined in Note 8. 


Workers’ compensation 


The Corporation assumes all risks for workers’ compensation 
claims. The estimated costs of such claims, as a result of inju- 
ries on duty, are recorded as expenses in the year of injury. 
All payments for injuries suffered by employees prior to 
October 16, 1981 are the responsibility of the Government of 
Canada, since they are the liability of the Department of 
Labour. 


Pension plan 


Employees of the Corporation are covered by the Public Ser- 
vice Superannuation Plan administered by the Government 
of Canada. Under present legislation, contributions made by 
the Corporation to the Plan are limited to an amount equal to 
the employees’ contributions on account of current service. 
These contributions, which amounted to $96,360,000 (1985 
— $94,459,000), represent the total pension obligations of © 
the Corporation and are charged to operations on a current © 
basis. The Corporation is not required under present legisla-_ 
tion to make contributions with respect to actuarial deficien-— 
cies of the Public Service Superannuation Account and/or 
with respect to charges to the Consolidated Revenue Fund > 
for indexation payments under the Supplementary Retire- 
ment Benefits Act. 


Development costs 


Development costs are charged to operations as incurred, 
unless the future market for and technical feasibility of a ser- 
vice or system are clearly defined and the recovery of the 
related costs can reasonably be regarded as assured. In such 
cases, costs incurred are deferred until implementation of the 
service or system. The deferred costs are amortized and 
charged to operations on a straight-line basis over the 
estimated useful life of the service or system. 


Foreign currency translation 


Revenues and expenses relating to transactions with foreign 
postal administrations are translated into Canadian dollars at 
the exchange rates at the time of transaction. Amounts due 
to or from foreign postal administrations at the balance sheet 
date are translated at the then prevailing exchange rates. 
Gains or losses arising from translation of foreign currencies 
are included in operations. 


. Fixed assets 


1986 1985 
Accu- 
Cost or mulated 
fair deprecia- 
value tion Net Net 
(in thousands of dollars) 
eee ECR eR 237,564 237,564 236,622 
Buildingss..:.-. 30s 964,496 154,450 810,046 833,139 
Plant equipment......... 421,889 120,786 301,103 320,790 
Vehicless cnet 56,104 29,330 26,774 27,593 
Mail bags, mail boxes 
andiothenarcccs.se: 41,701 41,701 34,640 
counter and 
office furniture and 
equipment............... 78,484 17,255 61,229 51,250 


1,800,238 321,821 1,478,417 1,504,034 | 
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| CANADA POST CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
| MARCH 31, 1986—Continued 


National Postal Museum 


The Corporation operates a museum which contains philatelic 
material, postal artifacts, a postal library and other postal 
memorabilia. Since these collections and books are not for resale 
and are of undetermined value, they have been recorded at a 
nominal amount of $1,000. 


Employee termination benefits 


At the time of incorporation on October 16, 1981, the Corpora- 
tion assumed the liability related to termination benefits which 
had accrued to employees of the Post Office Department. In addi- 
tion, the Corporation recognizes in the accounts the liability for 
benefits accruing to employees of the Corporation since October 
16, 1981. The present value of these projected liabilities and the 
corresponding deferred charge remaining to be amortized and 
charged to operations at March 31, amounted to: 


1986 1985 
(in thousands 
of dollars) 
239,643 258,956 
117,963 90,758 
357,606 349,714 


Accumulated to October 16, 1981 ......c.ccccclecccssccsecssseeses 
Accumulated subsequent to October 16, 1981............. 


The total charge to operations for employee termination ben- 
efits amounted to $29,788,690 (1985 — $20,958,000). 


. Contingent liabilities 


(a) Two complaints have been filed with the Canadian Human 
Rights Commission, alleging discrimination by the Corpora- 
tion concerning work of equal value. A settlement with no 
retroactive effect has been reached with one claimant. The 
Commission now has this settlement before it for approval. 
The Commission’s investigation of the second complaint is 
continuing and the outcome is not presently determinable. 
Settlement, if any, arising from the resolution of these mat- 
ters, will be recovered in future postal rates (as determined in 
accordance with the Canada Post Corporation Act) and/or 
from the Government of Canada. 


(b) Employees are permitted to accumulate unused sick leave. 
However, such leave entitlements do not vest and are depend- 
ent on future illness. The amount of accumulated sick leave 
entitlements which will become payable cannot reasonably be 
determined. Sick leave benefits are expensed as paid. 


. Parliamentary appropriation for special purposes 


Appropriations for special purposes made to the Corporation by 
the Government of Canada have been allocated as follows: 


1986 1985 
(in thousands 
of dollars) 
Unexpended balance at beginning of year .............ccce.. 2,492 3,114 
Parliamentary appropriation for special purposes........... 730 6,962 
hotaliavailable=.4 5 $4 20.40% weet es on Sn Feb a5 be 3,222 10,076 
Credited to 
Equity of Canada (Government-directed relocation) . 526 3,913 
Fixed asset acquisitions (Government assistance)........ 435 3,671 
961 7,584 
Unexpended balance at end of year (in current liabili- 
LES) escorts, eatie tis tte oe ge a cette ect MA teen 2,261 2,492 


10. 
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. Cultural publication mailings subsidy 


The Government of Canada provides assistance to the publish- 
ing industry by making the following payments which compensate 
the Corporation for reduced postal revenue from that source: 

1986 1985 
(in thousands 
of dollars) 


Department of Consumer and Corporate Affairs 
(1985—Department of Labour) ........cccccccscscesceeeceees 
Department of Communications .............cccccccsscesceseeeses 


170,000 170,000 
55,093 55,650 


225,093 225,650 


The current agreements stipulate that this assistance will con- 
tinue at a reduced level until March 31, 1987. The amount of this 
and future assistance is currently under review with the Govern- 
ment of Canada. 


Government funding 


The Canada Post Corporation Act provides that where the 
annual revenues of the Corporation are insufficient to permit the 
Corporation to pay all its operating and income charges, the 
amount of the insufficiency shall be included in the form of a defi- 
cit appropriation in the next estimates laid before Parliament. 

By arrangement with the Government of Canada, the annual 
deficit appropriation comprises the loss from operations as re- 
flected in the Corporation’s financial statements, adjusted for the 
difference between depreciation and capital expenditures. 


. Development costs 


During the year, the Corporation continued major development 
activity. The related costs totalling $18,800,000 (1985 — 
$22,823,000) and attributable to production measurement and 
other operating and information systems, have been charged to 
operations. 


. Lease commitments 


The Corporation leases certain facilities under operating leases 
which expire at various dates between 1987 and 2015. The Corpo- 
ration’s future minimum rental payments required under operat- 
ing leases that have terms in excess of one year, are as follows: 


(in thousands 
of dollars) 


OS Tiare tcc de tetencutcc eee eee ee RON Me Ren PAR A 31,093 
VOSS Se icc sacks cee ee Sc es reg eS 273A 
Oe Se Bate es, Bee ener eRe Neel Sa Ue AY An cues a, 23,340 
W990 seeks Ree vot cera ce ete ee ere ce ree aye 18,317 
LOOT ex secscaien rane dzen tte ammeter eR, PCH, tat, Pern 13,487 
1992 to. 2015 i720) 52 acto eRe ee MU 42,607 

156,015 


Related party transactions 


The Corporation had the following transactions with related 
parties in addition to those disclosed elsewhere in these financial 
statements. 
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CANADA POST CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


(a) Property Management 


The Corporation has a property management arrangement 
with the Department of Public Works to manage substan- 
tially all the Corporation’s real property. Operating, mainte- 
nance, leasing and other accommodation costs, excluding 
grants in lieu of property taxes incurred by the Department 
of Public Works, plus a management fee charged to opera- 
tions amounted to $130,840,000 (1985—$146,150,000). 
Rental income from third parties of $6,320,000 (1985— 
$7,520,000) is included in other revenues. Capital expendi- 
tures including a management fee amounted to $13,270,000 
(1985—$23,440,000). 


(b) Financing 


—S 


At the present time, the Corporation’s receipts are deposited 
to the credit of the Corporation in the Consolidated Revenue 
Fund of the Government of Canada and its expenditures are 
paid out of the amounts held to its credit in this Fund. 
Where, at any time, the available revenues of the Corpora- 
tion are not sufficient to pay all the operating and income 
charges as and when due, the Minister of Finance may, with 
approval, place at the disposal of the Corporation such 
amounts as may be required to enable the Corporation to 
meet all such charges. The Corporation is not charged inter- 
est, nor does it receive interest, on its balance in the Con- 
solidated Revenue Fund. 


(c) Money orders 


Funds received from the issue of money orders are held in 
trust to the credit of the Corporation in the Consolidated 
Revenue Fund of the Government of Canada until required 
for redemption of the money orders and/or settlement with 
foreign postal administrations. Interest is not received on the 
funds on deposit, nor is there a charge by the Government of 
Canada for expenses relating to the redemption of money 
orders. 


(d) Other 


In the normal course of business, the Corporation enters into 
various other transactions, such as the provision of postal ser- 
vices and the purchase of air and rail transportation, with the 
Government of Canada, its agencies and other Crown corpo- 
rations. 


. 
| 


| 
| 
i 
| 


} 
I 
i 
| 
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SUMMARY PAGE 


CANADIAN ARSENALS LIMITED 


MANDATE 


To provide an industrial base to fulfill the requirements of Canada’s national defence for large calibre ammunition 
and complimentary products, with the assistance of the private sector to every extent possible. 


BACKGROUND 


The corporation was responsible for the rationalization and the scaling-down of operations and facilities used in 
World War II and in the Korean Conflict. Its only large purchaser was the Department of National Defence and its 
selling prices were related to its costs. The Canadian Arsenals Limited Divestiture Authorization Act was proclaimed 
on May 1, 1986 and on May 9, the Corporation was sold for $92.2 million to the SNC Group. 


CORPORATION DATA 
HEAD OFFICE 1 complexe Desjardins 
Suite 3017 
P.O. Box 665 
Desjardins Station 
Montreal, Quebec 
HSB 1B8 
STATUS Sold to private sector interests 
DATE AND MEANS September 10, 1945; by letters patent - under Part I, Companies Act 
OF INCORPORATION 1934. Continued under the Canada Business Corporations Act, 


October 20, 1980. 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


| 1984-85 1983-84 1982-83 1981-82 

| At the end of the period 

TLRS PAY SY NESCY ST Oo te ee a arc 29 PY ORE 126.0 88.9 83.5 93.4 

musa tions tO. Lue Private SECLOF << hiram ee ee ccm: 10.3 Ley 0.2 0.3 

Memo Dipa tions. to Canada... g.ss-ccudesseseveacedereere ese ute asco 4.7 4.7 4.7 4.7 

RETTINGRIT BILGE Ty EY Fe aS ott oe epee ON a Pann nn S25. 43.9 38.2 34.3 

Cash from Canada in the period 

META C CAT Vinca incu eerie erent eer gar nil nil nil nil 
emON DUC OCLAT GY is coe ci rey aa ee ett lA | nil nil nil nil 


‘Note: 1985-86 data were not available when this Report went to press. 
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CANADIAN ARSENALS LIMITED 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1986 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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CANADIAN BROADCASTING CORPORATION 


MANDATE 


SUMMARY PAGE 
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Develop and provide a national broadcasting service for all Canadians in both official languages, in television and 


radio, and provide an international service. 


BACKGROUND 


Established in 1936 by the Broadcasting Act; major amendments were made to this Act in 1958 and 1968. In May 
1985, the government appointed a Task Force to review broadcasting in Canada. Its report was presented in 1986 and 


is being considered by the government. 


CORPORATION DATA 


| HEAD OFFICE 
STATUS 


| 
} 


APPROPRIATE MINISTER 
‘DEPARTMENT 


DATE AND MEANS 


OF INCORPORATION 
CHAIRMAN AND 
‘CHIEF EXECUTIVE 


OFFICER 


AUDITOR 


‘At the end of the period 


Cash from Canada in the period 


SEAT CASSEIS TA rc tee eee te 
_ Obligations to the private sector 
Obligations to Canada ..........0..0..00.00... 
Meecuity Of Canada  .c.ccccjencineueeser-> 


MEE DUCPCLATY 2 seci as. 08 nor eee eo: 
BeenON-DUGRELATY. Acie eee ea 


1500 Bronson Avenue 
Ottawa, Ontario 
K1G 3J5 


— an agent of Her Majesty 


— exempted from Divisions I to IV of Part XII of the Financial 
Administration Act; subject to Part VIII of this Act as it read 
immediately before the (1984) repeal thereof 


The Honourable Flora MacDonald, P.C., M.P. 


Communications 


1936, by the Broadcasting Act (R.S.C. 1970, C.B-11) 


The Honourable Pierre Juneau, P.C., O.C. 


The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year ends March 31. 


1985-86 


1984-85 


1983-84 
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CANADIAN BROADCASTING CORPORATION 
AUDITOR’S REPORT 


TO THE CANADIAN BROADCASTING CORPORATION 
AND 
THE MINISTER OF COMMUNICATIONS 
I have examined the balance sheet of the Canadian Broadcasting 


Corporation as at March 31, 1986 and the statements of income and 
expense and operating parliamentary appropriations, proprietor’s 


equity account and changes in financial position for the year then | 
ended. My examination was made in accordance with generally | 


accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances, 
except as explained in the following paragraph. 


As outlined in Note 13 to the financial statements, the serious prob- 
lems experienced by the Corporation during the implementation of 
phase one of the National Finance System resulted in the Corporation 
being unable to maintain adequate accounting records and internal 
control. Because of the nature and extent of these problems and the 
abnormally large volume of accounting entries that had to be proc- 
essed through the newly introduced system, I was unable to complete 
my audit. 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 


ee S00 ons——- 


ASSETS 1986 1985 
Current 
Cashiense sine he ue eee ees nt ee vaya 20,515 10,433 
ACCOUNTS TECELVA DIE etre eee eee ae eee ane 70,494 52,911 
Due from Government of Canada ............ccccseeeteeees 479 10,797 
Engineering and production supplies ................0::e 11,657 11,803 
Programs completed and in process of production ........... 79,865 51,334 
Prepaid film and script rights and other expenses ............ 21,740 30,981 
204,750 168,259 
Investments (INotes3) 2x ssutcsceee creer Seareevcaens ce cesar ene saceenseee 4,521 5,588 


Rixedi(INotes4)ccncsoun ne ern ee terre eras ere totes 533,524 516,962 


742,795 690,809 


Dee ee ee ee ee ee ee ee EE eee 


The accompanying notes are an integral part of the financial statements. 
Accepted on behalf of the Board of Directors:* 


PIERRE JUNEAU 
Director 


MICHEL VENNAT 

Director 

* The Directors note that during the 1985-86 financial year serious problems 
experienced by the Corporation in the design and implementation of phase | 
of the national finance system resulted in inadequate accounting records and 
internal control. To the best of their knowledge, these financial statements 
present as fairly as possible in the circumstances the financial position of the 
Corporation as of March 31, 1986 and the result of its operations and the 
changes in its financial position for the year then ended. The Directors have 
accepted the accounts and financial statements subject to those qualifications 
and adopted measures to correct the problems. 
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In view of the possible material effects on the financial statements of 
the matters discussed in the preceding paragraph, I am unable to 
express an opinion as to whether these financial statements are pre- 
sented fairly in accordance with generally accepted accounting princi- 
ples. 


Further, as mentioned above and outlined in Note 13 to the financial 
statements, because of difficulties experienced during the implementa- 
tion of phase one of the National Finance System, in my opinion, the 
Corporation did not maintain proper books of account from which 
these financial statements have been prepared. 


Kenneth M. Dye, F.C.A. 

Auditor General of Canada 
Ottawa, Canada 
August 19, 1986 


LIABILITIES 1986 1985 


Current 
Accounts payable and accrued liabilities .............0...00+ 119,493 116,179 
Accrued: vacation: Day) nsec eertecesa see ne renee 40,741 39,379 | 
Refundable balance of parliamentary appropriations— | 

Ganitall (Note'S)) ie reer coerce eee eee 373 352 | 


160,607 155,910 | 


Long-term 
Provision for employee termination benefits ................... 90,802 88,860 
Advances from Government of Canada (Note 6) ............ 33,000 33,000 


Obligations under capital leases (Note 7) ..........:-sesee 311 504 
124,113 122,364 
284,720 278,274 


EQUITY OF CANADA 


Proprietor’s Equity ACCOUNE ..............:.ccseceesereesererecteetsesesereenes 458,075 412,535 | 


742,795 690,809 — 


S. COTSMAN 
Vice-President, Finance 
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STATEMENT OF INCOME AND EXPENSE 

AND OPERATING PARLIAMENTARY APPROPRIATIONS 
FOR THE YEAR ENDED MARCH 31, 1986 

(in thousands of dollars) 


Ce  ———————————eeeeeESESE— 


1986 1985 
| Expense 
- National Broadcasting Service, program and distri- 

DUTIONICOStS 2... cn em Net Bem Be hon 922,477 962,357 
Radio Canada International, broadcasting service ... 16,083 16,679 
Host broadcasting function—Papal visit .................. 9,013 
Total broadcasting services 0.0.0... cccccscccsscsesecsecsescesseses 938,560 988,049 
Corporate engineering services .......0.cccccccceccescecceseeceses OF a 9,562 
Corporate management and services ........-..cc.ccccssse0s-. 55,705 55,070 
Commissions to agencies and networks ...................... 31,156 30,170 
Scllingiexpenseswyr eee er eee A 17,781 17,721 

1052531397 1,100,572 
| Income 
EMTS hy eer eR rN TR 218,390 212,287 
Be Viscellanicoustewses went NN tere ck te ns pl ne 23,090 16,176 
Parliamentary operating appropriations .................... 789,638 808,450 
1,031,118 1,036,913 
Excess of expense over inCOME......-.cccccccccsccsecseescecsseccscc... 21,195 63,659 
Add: program inventory costs funded from  cur- 
| Tenuoperauinoninds se eee ey ee 15,682 
Deduct: expenses not requiring current oper- 
atingmunds(NoteS) ty eee 53,036 47,960 
Current year surplus (deficit) ..00...occcccccccccccecec cc. 16,159 (15,699) 
Surplus (deficit) carried over, beginning of the year (9,851) 5,848 
eerplus (deficit), end of the year .acccececcsssse0ssseeccec..s. 6,308 (9,851) 


The accompanying notes are an integral part of the financial statements. 


‘STATEMENT OF PROPRIETOR’S EQUITY ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


1986 1985 


Se ee eee ee 412,535 380,505 


‘Add (Deduct): parliamentary appropriations— 


Capital—Net (Note 5) o...ccecccccceseceees 64,836 91,519 
parliamentary appropriations—Working 
Capitali((Notess) eee eee 2,500 4,700 
loss on disposal of fixed assets ...........cc0000... (601) (530) 
current year surplus (deficit) ....0...0.c.... 16,159 (15,699) 
program inventory costs _ funded 
from current operating funds ................. 15,682 
expenses not requiring current 
\ operating funds (Note 5) o....ccccccccceess (53,036) (47,960) 
BEvancesend of theiyear «...... 8A Ri scceeccd Be oecorsesccne, 458,075 412,535 


The accompanying notes are an integral part of the financial statements. 
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CANADIAN BROADCASTING CORPORATION—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


SSS 3500—=F72O*O——OD=T®O$=0OD@B@S®Ss@S=S=SOOooooo®oOW]QDl0 
———— eee 


1986 1985 
Funds provided 
Parliamentary appropriations 
Operating Milne fd Ee ION Soave RT 789,638 799,458 
Capital! 2.6, Si ATMs Net OG eau Renee, Gee eaily 65,209 91,777 
Working(capitali) iteaie os 6 ee ee 2,500 4,700 


Host broadcasting function— 

Papalvisit rs at eee a ae ee 8,992 
857,347 904,927 
218,390 

23,090 16,176 


Investments tegus 2 ote eign. oe oe eine 1,067 744 
Disposaliotaixedtassetsse ts) een eee 343 3,059 
1,100,237 1,137,193 

Funds applied 


Operatingiexpense. .aear = eee ee ne 
Deduct: items not requiring an outlay of funds 


1,052,313 1,100,572 


depreciation and amortization ................ 47,383 43,672 
provision for employee termination 

benefits... eae a BREE, 2 1,942 1,472 

1,002,988 1,055,428 

Additions toifixed assetsiveese eae ee 65,082 94,578 
Unexpended capital vote refundable ........0.0..0cccc0.... 373 258 
1,068,443 1,150,264 
Increase (decrease) in working capital .....0.....-ccccescesees. 31,794 (13,071) 
Working capital, beginning of the year ...........cccccesceces. 12,349 25,420 


Working capital, end of the year 44,143 12,349 


The accompanying notes are an integral part of the financial statements. 
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CANADIAN BROADCASTING CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and objective (f) Capital leases 


The Canadian Broadcasting Corporation was established by the 
1936, 1958 and 1968 Broadcasting Acts. The Corporation is an 
agent of Her Majesty and all property acquired by the Corpora- 
tion is the property of Her Majesty. 

The objective of the Corporation is to develop and provide a 
national broadcasting service for all Canadians in both official 
languages, in television and radio, and to provide an international 
service. Both services should be primarily Canadian in content 
and character. 


. Significant accounting policies 


The financial statements of the Corporation have been prepared 
by management in accordance with generally accepted accounting 
principles, consistently applied except for the determination of 
indirect costs to inventory. Because a precise determination of 
many assets and liabilities is dependent upon future events, the 
preparation of periodic financial statements necessarily involves 
the use of estimates and approximations. The financial statements 
have, in management’s opinion, been properly prepared within 
reasonable limits of materiality and within the framework of the 
accounting policies summarized below: 


(a) Engineering and production supplies 


The inventory of engineering and production supplies is 
stated at the lower of average cost and replacement cost. 


(b) Programs completed and in process of production 


The inventory of programs completed and in process of pro- 
duction is stated at cost. Cost includes the cost of goods and 
services, and the share of labour and overhead expenses 
applicable to each program. The total program cost is 
charged to operations upon broadcast or when programs are 
determined unusable. 


(c 


— 


Film rights 


The Corporation enters into contracts for film broadcasting 
rights. As payments are made under the terms of each con- 
tract they are reflected in the accounts as prepaid film rights. 
The film rights are charged to operations as the films are 
broadcast or determined unusable. 


(d) Investments 


— 


The investment in a joint venture is accounted for by the 
equity method with the Corporation’s share of profit or loss 
credited or charged to operations. Other investments are car- 
ried at cost. 


(e) Fixed assets 


Fixed assets are recorded at cost. Cost includes material, 
engineering services, direct labour and related overhead. 
Depreciation is calculated on the straight-line method based 
on the estimated useful life of the assets, as follows: 


Buildings 33 years 
Technical equipment 
Transmitters and towers 20 years 
Other 10 years 
Furnishings and office equipment 10 years 
Automotive 5 years 


Major leasehold improvements are capitalized and amortized 
over the term of the lease to a maximum period of five years. 
Amounts included in uncompleted capital projects are trans- 
ferred to the appropriate fixed asset classification upon com- 
pletion, and are then depreciated according to the Corpora- 
tion’s policy. Gains and losses on disposals of fixed assets are 
credited or charged to the Proprietor’s Equity Account. 


3. Investments 


The assets and related obligations for capital leases are 
recorded at an amount equal to the present value of future 
lease payments. Assets recorded under capital leases are 
amortized on the straight-line method over the estimated use- 
ful life of the assets or based on the lease term as appropriate. 
Obligations under capital leases are reduced by rental pay- 
ments net of imputed interest. 


(g) Employee termination benefits and vacation pay 


Employee termination benefits and vacation pay are ex- 
pensed as benefits accrue to employees under their respective 
terms of employment. 


(h) Pension plan 


The cost of funding current service pension benefits is 
charged to operations as incurred. Unfunded liabilities as 
determined by actuarial valuation are funded by payments 
which are charged to operations over periods recommended 
by the actuaries and in accordance with regulatory require- 
ments. Additional payments are charged to operations as. 
made. 


(i 


— 


Parliamentary appropriations | 
Parliamentary appropriations for operating expenditures are 


recorded as income. Net parliamentary appropriations for 
capital and working capital are credited to the Proprietor’s 


Equity Account. | 


{ 


1986 1985 


(in thousands | 
of dollars) 
“Hockey Night in Canada”—Joint venture, at equity ...... 4,309 5,376 
Télévision St. Francois Inc.—Preferred shares, at cost ..... 210 210° 
Master FM Limited—Common shares, at Cost ............-.... 2 2 
4,521 5,588. 
. Fixed assets 
1986 1985 
Accu- 
mulated 
depreci- ' 
ation and Net Net | 
amor- book book 
Cost tization value value 
(in thousands of dollars) 
and (hited. es 35,244 35,244 35,082 
Buildingses ee .<.0--.-- 241,292 94,669 146,623 140,432 
Technical equipment 566,219 281,111 285,108 266,210 
Furnishings and 
office equipment ... 26,377 9,658 16,719 13,411 
Automotive ............... 11,062 7,847 3,215 2,958 
Leasehold improve- 
MENS 5,397 2,105 3,292 4,016 
Property under capi- 
tallleases 699 291 408 566 
Uncompleted capital 
PLOjCCtSme reese 42,915 42,915 54,287 
929,205 395,681 533,524 516,962 
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CANADIAN BROADCASTING CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Continued 


5. Parliamentary appropriations 


Host 
Broad- 
casting 
Func- 
tion— 
Papal Operat- Working 
Visit ing Capital Capital Total 
(in thousands of dollars) 
Payments to the 
Corporation in 
providing a 
broadcasting 
SCLVICe meres 789,638 65,209 2,500 857,347 
Refundable to 
Government of 
@anada 2. ae 373 373 
Proceeds 
retained 
—1986 ne. 789,638 64,836 2,500 856,974 


LOS Sie eres 8,992 799,458 91,519 4,700 904,669 


The following expenses do not require current operating funds. 


1986 1985 
(in thousands 
of dollars) 
Depreciationand amontizationeyne ene eee ee 47,383 43,672 
Provision for employee termination benefits and vaca- 
LLONIPAY Ren: eo te Pree Pe ee OR ok em eee 5,653 4,288 


53,036 47,960 


6. Advances from Government of Canada 


Advances from the Government of Canada are made for work- 
ing capital purposes and are free of interest. These advances 
become repayable when cash and treasury bills exceed the Corpo- 
ration’s requirements for working capital. 


7. Lease obligations 


As at March 31, 1986, the Corporation’s obligations related to 
significant capital and operating leases for terms in excess of one 
year are as follows: 

Capital Operating 
Leases Leases 
(in thousands 


of dollars) 

OS Tee ew ee Re ROSE OE ee are 163 37,053 
198 8 heer see ete Cee ere eee we ROE ONO red ee, 135 34,077 
19 8 Oe ee ee eee meee ae anti 80 29,874 
199 eset ee cir BNR emery Seen eat see 29 28,001 
N90 rie en Me eck crs ets OSes are argc sas) 17,155 
190 222 OG likes eesti cece ec eres eat eee ea ce Cet vat 8,262 
POLAIIUCULe DAV INEN {Serr eens ee eee eee eee 407 = 154,422 
Deduct: amount representing interest .........0......00.000. 96 

Long-term obligations under capital leases ................. 311 


8. 


10. 


13. 


Commitments 


As at March 31, 1986, commitments for film rights amounted 
to $36.7 million (1985—$27.0 million). 


. Pension plan 


The Corporation’s pension plan covers substantially all continu- 
ing employees. The charge to operations for the cost of the plan 
for the year ended March 31, 1986 was $38.9 million (1985— 
$38.2 million). As at March 31, 1986, the present value of the 
estimated unfunded liabilities was $118.8 million based on the 
actuarial valuation at December 31, 1983. 

In accordance with the regulations of the Pension Benefits 
Standards Act, the Corporation is liquidating the unfunded liabil- 
ity over a period ending December 31, 2006. 


Contingencies 


In the ordinary course of business, various claims and lawsuits 
have been brought against the Corporation. In the opinion of 
management, the losses, if any, which may result from the settle- 
ment of these matters are not likely to be material and accord- 
ingly no provision has been made in the accounts of the Corpora- 
tion. 


. Income tax 


The Corporation is a prescribed Federal Crown corporation 
under Part LXXI of the Income Tax Regulations and is subject to 
the provisions of the federal Income Tax Act. However, the Cor- 
poration has incurred losses for income tax purposes in prior 
years, which were applied against the taxable income of the cur- 
rent year. 

As at March 31, 1986, the loss carry-forward for income tax 
purposes is $3.0 million, which, if unused, would expire on March 
31, 1992. 


. Related party transactions 


The Corporation is related in terms of common ownership to all 
Government of Canada created departments, agencies and Crown 
corporations and is mainly financed by Parliament of Canada. 
Transactions with Canada are outlined in Notes 5 and 6. 

During the year, transactions with these related departments, 
agencies and Crown corporations were normal business transac- 
tions on normal trade terms applicable to all individuals and 
enterprises. 


New National Finance System 


As part of its commitment to improve the management infor- 
mation function, the Corporation initiated the development of the 
National Finance System (NFS) the objectives of which are to 
integrate the financial management and reporting functions 
across the CBC. The NFS is a very complex, fully integrated 
accounting and management information system which was 
designed to include nine different modules, each one addressing a 
major financial management aspect of the operations. The Corpo- 
ration’s plan was to introduce these modules in three phases over 
the years, starting with phase one in 1985-86. The three modules 
included in phase one are (1) the general ledger, (2) budgetary 
control and (3) accounts payable and purchase order control. 

In proceeding with the implementation of phase one during 
1985-86, the Corporation continued to operate and rely on the 
accuracy of the sub-systems that were not affected by this major 
initiative. The national payroll, the performers’ payroll and the 
revenue systems are the most important of these sub-systems. 
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CANADIAN BROADCASTING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


Unfortunately, a number of very serious difficulties have been 
experienced in the implementation of phase one and in the main- 
tenance of proper books of account during the transition period. 
As a result, an unexpectedly large volume of accounting entries 
have been recorded in special accounts that required detailed 
analyses and corrections before proper accounting could be 
achieved. As a consequence, the Corporation has not been able to 
maintain the proper degree of internal control it had planned for, 
nor has the NFS been able to produce regular, timely and reliable 
financial information and reports. 

In light of these difficulties, the Corporation decided in mid- 
1985 to stop all further development activities of the six remain- 
ing modules included in phases two and three of the project until 
it becomes entirely satisfied that the first three modules are func- 
tioning as intended. In January 1986, management initiated a 
number of measures designed to ensure all the transactions were 
legitimate, appropriate and recorded properly. Management 
believes that in the circumstances these financial statements con- 
stitute the best representation of the financial situation of the 
Corporation. 


. Change in accounting policy—Revised method of cost allocation 


for indirect program production labour and overhead expense 


Commencing with the beginning of the 1985-86 fiscal year, the 
Corporation as part of its new National Finance System modified 
its method of accounting with respect to the allocation of the indi- 
rect program production labour and overhead expense to pro- 
grams produced and transmitted. These costs are now allocated 
on the basis of a rate for each production centre, equal to the ratio 
of total direct to total indirect program costs, in lieu of bases 
employed in the preceding year. The changed basis has been 
applied prospectively effective April 1, 1985 for both television 
and radio. 

To provide for greater consistency and uniformity, radio pro- 
duction labour and overhead are now accounted for on the same 
basis as television. This change has the effect of allocating a $4.5 
million increase to radio program inventory on the balance sheet, 
with a corresponding decrease in radio program broadcast on the 
statement of income and expense. 

The impact of this change of accounting policy on this year’s 
financial statements and on the 1985 comparative figures cannot 
be determined because of the discontinuance of the previous 
accounting systems. 


mee SrEnE Ey EE SEIn InnSESIEIESEnSSSSSSEESTEEE SENSE 
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SUMMARY PAGE 


CANADIAN COMMERCIAL CORPORATION 


MANDATE 


To assist in the development of trade between Canada and other nations. 


BACKGROUND 


Established in 1946, the Corporation serves as prime contractor when other countries wish to purchase goods and 
services from Canada on a government to government basis. As well, it assists in sales to international agencies. 


CORPORATION DATA 


HEAD OFFICE 


_ STATUS 


APPROPRIATE MINISTER 


| DEPARTMENT 


DATE AND MEANS 


OF INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


~AUDITOR 


At the end of the period 
AGLAIIAGSCES cette ee ee eae 
Obligations to the private sector 
Obligations to Canada ..0....0..0..0.00.... 
Pauity of Canada: sw. .e5s get cn. 

Cash from Canada in the period 
pe DCL AL Vit ffi se 


50 O’Connor Street 
Metropolitan Life Building 
Ottawa, Ontario 

K1A 0S6 


— Schedule C, Part I 
— an agent of Her Majesty 


The Right Honourable Joe Clark, P.C., M.P. 
External Affairs 


May 1, 1946; by the Canadian Commercial Corporation Act (R.S.C. 
1970, C. C-6). 


Hugh Mullington 


Vacant 


The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 


ERP seen i RD A 399.5 380.9 382.5 367.8 

nil nil nil nil 
ee ee 1. ae nil nil nil nil 
NT EE nos. ocean a, S57 36.3 32.4 28.6 
RR at ahha a 15.8 17.6 172 16.8 
Be Sh ee eer ee nil nil nil nil 
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CANADIAN COMMERCIAL CORPORATION 
AUDITOR’S REPORT 


THE RIGHT HONOURABLE CHARLES JOSEPH CLARK, P.C., M.P. 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the Canadian Commercial 
Corporation as at March 31, 1986 and the statements of operations 
and retained earnings and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the 
Canadian Commercial Corporation Act and by-laws of the Corpora- 
tion. 


D. L. Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 30, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 


ASSETS 1986 1985 LIABILITIES 1986 1985 
Gash and'short-tenmideposits#:...2..2020.0 eee nea 58,853 28,476 Accounts payable and accrued liabilities .......0.0.00...cce 121,991 133,480 
Deposit with Receiver General for Canada (Note 1)........... 8,000 8,000 Advances from CustOMersinnceec-c-2-ce snes eee ee 32,691 18,538 
Accounts receivable Progress paymentsireceived onde mee sce nie. sceenteretetnee 202,395 189,135 
Rorelgnigovernmentsy(INOtenS)) emma nett neers ama 117,228 148,805 Due to Government of Canada (Note 4) .............cceeeeee 3,525 1,443 
Government of Canada—Parliamentary appropriations Due to Defence Production Revolving Fund ................0.00. $39 —-1,417 
(Noted) Si ae ee Es ee ee eee 1,089 1,530 Provision for additional contract costs (Note 5) ...............5. 2,660 $25 
Other................. pani ieeeetly, Awe eek RAEN Ly, os PO ee 229 141 363,801 344,538 
Advances itosuppliens: tence eee eee ree ee es 10,284 3,413 7) a an 
Progressiclaimsipaid oma ue mess ene eee ee ee 203,773 190,505 
EQUITY OF CANADA 
Paidiunica pital tteacca.. cree nne ee See eae ear tego 10,000 10,000 
Contributed Surplusicc-c: cee ene eens 10,000 10,000 
Retainedtearningsiccss.citce onc. ne eee aes eee re 15,655 16,332 
35,655 36,332 
399,456 380,870 399,456 380,870 
Certified correct: 
F.O. KELLY 
Comptroller 


Approved by the Board: 


H. J. MULLINGTON 
President 


JEAN-GUY CARRIER 
Director 


DAVID L. INGRAM 
Director 
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CANADIAN COMMERCIAL CORPORATION—Continued 
STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


ucts and services from Canada on a government-to-government 


1986 1985 ity 
Contracts are made with foreign governments and correspond- 
Revenues ing contracts are entered into with Canadian firms by the Corpo- 
Contractibillingss wees 6 eee er, 763,453 716,278 ration. 
a a OUNCTANCOME te eeere eee tC een een eee ee : At ee Supply and Services Canada provides contracting services to 
n eres anCOMe Gcnencal smeMieeatne Cosregwaseeedh pe sereeity eerancess deen cavers see 5 ; the Corporation at predetermined rates approved by Treasury 
GaiOntOrcianjexchan go essere ene nes 405 1,051 : 
7674800 72057) Board, based on the amounts of contracts procured, and provides 
3 : z certain administrative functions at cost. 
xpenses ee ; uae : 
Costiok contractibillingss. ee elec ices: 763,453 716,278 th a ne Mier es Lae fre aN a payte 
PNAGITONA KCONLLACLCOStSe eee Ee een 2,119 341 ; CUNCEe ol eneral Jr ena many unds ine o NEURISEED CON: 
BAGGED Estee Ph Ae SN slg Mo od. CE 10 Siders to be in excess of requirements. Any such payments are on 
Services provided by Supply and Services Canada ........... 16,050 15,488 deposit with the Receiver General for Canada and can, on the 
EGRNMISirAliver eee Nitta Wie UM eh gk 2,029 1,773 request and in the opinion of the Minister, be returned to the Cor- 
Legal fees and expenses charged by Department of Jus- poration when required. During 1983-84, an amount of $8 million 
BCE INGLE 6) Sindh AOE Ty. eee 272 356 was paid by the Corporation to the Receiver General for Canada 
COUNTS Maca ote oe reser cay: At eee ee ee rs aes 20 48 and no interest will accrue to the Corporation on such deposit. 
783,953 734,284 RP oe . nt 
BNCHICOS LOR Operations enw te ct eeeereten ee ef wn ene 163503 1133712 - Significant accounting policies 
Parliamentary appropriations .............cc.ccccccscecsesscessecsecseceseases 153826) 17617 (a) Contract billings 
me s70> Revenues from contracts are recorded at the time of deliver 
Retained earnings at beginning of the year ...........c.ccccccsce. 16,332 12,427 gis f ct ie y 
Retained earnings at end of the year......cecccccccecccccesceseeseeseess 15,655 16,332 pacept inthe case of contracts involving. progress,payments, 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


eee 
eee 


in these cases, revenues are recorded at the time the progress 
payments become due from customers. Since title to work-in- 
progress covered by progress claims has not passed to cus- 
tomers, the Corporation sets up a corresponding liability and 
cost of contract billings. The Corporation records all progress 
claims by its suppliers as assets. These assets and liabilities 
are reduced, in accordance with contract terms, as deliveries 
are accepted. 


1986 1985 
(b) Foreign currency translation 
Financing Activities a Assets and liabilities denominated in foreign currencies are 
Parliamentary appropriations translated into Canadian dollars at the year-end exchange 
TE, eR penis, 15,826 17,617 rates. Revenues and expenses are translated at the average 
GieGanad demerit eee nn selene oa aie 441 83 exchange rates for the month in which the transactions peeur. 
16.267 17-700 Gains and losses resulting from translations are shown in the 
é ee - : statement of operations. 
Operating Activities 
Operations (c) Parliamentary appropriations 
Mace 5: S50 sy DORE ORE NEE peter ee eae 16,503 13,712 Parliamentary appropriations ape recorded in the year in 
Operating balances from customers and to sup- which the corresponding expenses are incurred but are drawn 
Diiers ee ee a ire ee (23,339) 14,026 upon only as cash disbursements are made. 
Advances and progress claims from customers and (d) Pension plan 
LOSUpPLICIS: snc meee ee ee ee (7,274) (3,947) P 
Motal cash used (provided) ......cc.cccsssccecssssessssesssssssessssssssssssee (14,110) 23,791 Employees participate in the Public Service Superannuation 
Increase (decrease) in cash and cash equivalents.................. 30,377 (6,091) Plan administered by the Government of Canada. Contribu- 
Cash and cash equivalents at beginning of year.................... 36,476 42,567 tions to the Plan are required from both the employees and 
‘Cash and cash equivalents at end of year oo.ccccccccccccccceeceosseen 66,853 36,476 the Corporation. These contributions represent the total obli- 
gation of the Corporation and are charged to income on a 
Represented by : current basis. 
Wash and'short-tenm Geposits...c..cscesecsce sees secceeceen 58,853 28,476 
Deposit with Receiver General for Canada ...........ccccccscc00 8,000 8,000 . Accounts receivable from foreign governments 
66,853 36,476 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and operations 


The Corporation was established in 1946 by the Canadian 
Commercial Corporation Act and is an agency Crown corporation 
listed in Part I, Schedule C of the Financial Administration Act. 
The Corporation is not subject to income taxes. 

The Corporation acts as the prime contracting agency when 
other countries and international agencies wish to purchase prod- 


As at March 31, 1986, the Corporation has provided $854,000 
(1985—$844,000) to cover the possible non-collection of certain 
accounts receivable from a foreign government. 


. Government of Canada 


As at March 31, 1986, funds to cover expenses of $1,089,000 
applicable to 1985-86 appropriations had not been drawn and 
$3,525,000 had not been paid to various government departments. 


. Contractual obligations 


As at March 31, 1986, the Corporation was obligated to fulfill 
contracts with customers amounting to $1,127 million (1985— 
$911 million). 
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CANADIAN COMMERCIAL CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


The Corporation is responsible to its customers for the perform- 
ance of its suppliers and thus may incur additional contract costs 
on default of a supplier. A provision of $2,660,000 (1985— 
$525,000) has been made for estimated additional contract costs 
which may be incurred if certain suppliers are unable to meet 
their contractual obligations. 


. Legal fees and expenses charged by Department of Justice 


The Corporation has been directed by Treasury Board to reim- 
burse the Department of Justice for legal fees and expenses result- 
ing from the action taken against the Corporation related to the 
contract referred to in Note 7(a). These costs amounted to 
$272,000 (1985—$356,000). 


. Contingencies 


(a) The Corporation has been named defendant in a lawsuit 
instituted in 1975 alleging losses resulting from the termina- 
tion of a portion of a contract and seeking damages of $6.8 
million plus accrued interest and costs. Based on the advice 
of legal counsel, management is of the opinion that no provi- 
sion for possible loss in respect of this suit is required. 


(b 


a 


The Corporation has been named as defendant in legal pro- 
ceedings instituted in 1985, alleging losses resulting from a 
breach of contract by the Corporation and seeking damages 
of $744,000. The action is being contested by the Corpora- 
tion and the ultimate outcome is uncertain. A preliminary 
review of the facts and law by counsel indicates that there is 
no liability on the part of the Corporation. On the basis of 
that opinion, management is of the view that no provision for 
possible loss in respect to these proceedings is required. 


. Representative agreements 


The Corporation had a representative agreement with Luis 
Kafie & CIA SA of Honduras to whom fees of $3,815 were paid 
during the year (1985—none). 

Another representative agreement is in effect with Dismatica 
Industrial C.A. of Venezuela, to whom no fees were paid or 
became due during the year. 


. Subsequent event 


As of April 1, 1986, the Corporation has accepted 93 employees 
from Supply and Services Canada with accrued annual leave of 
$207,000 and termination benefits of $620,000. 
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SUMMARY PAGE 


CANADIAN DAIRY COMMISSION 


MANDATE 


To provide efficient producers of milk and cream with an opportunity of obtaining a fair return for their labour and 
investment and to provide consumers of dairy products with a continuous and adequate supply of dairy products of 
high quality. 


BACKGROUND 


Established in 1966, the Corporation administers the following elements of the federal dairy program: calculation of 
Target Price for manufacturing milk and cream; market support for the Target Price through a nationwide offer to 
purchase butter and skim milk powder; payment of subsidy on eligible milk and cream shipments; international 
marketing of dairy products not required for domestic consumption; receipt of levies collected by provinces from 
farmers to finance the cost of exporting products surplus to domestic requirements; and coordination of national 
supply management of industrial milk production. 


CORPORATION DATA 
HEAD OFFICE Pebb Building 


2197 Riverside Drive 
Ottawa, Ontario, 


K1A 0Z2 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Wise, P.C., M.P. 
DEPARTMENT Agriculture 
DATE AND MEANS In 1966, by the Canadian Dairy Commission Act 
OF INCORPORATION (RS C21 97050 .C-7): 
‘CHIEF EXECUTIVE Roch Morin 
OFFICER AND CHAIRMAN 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends July 31. 


1984-85 1983-84 1982-83 1981-82 
At the end of the period 


JOEL CGN am 30247 OE,» eb OR a Ba i 333.6 304.0 360.5 296.1 

obligations tothe private sector, oa. aa sate, 58.2 60.6 56.5 50.2 

OLS ALONSO Canada sie cele aimee Merrett ah i Bae 234.3 180.4 231.8 206.9 

PGi yl Canada 0. ini e ee cme mea eee eR oo. 0X nil nil nil nil 
Cash from Canada in the period 

Bee DUC CCAt Vee eo), ck eee eee. AR 314.4 303.6 309.9 302.4 

eeORA DONO Sela, set... ay: ceci ye cena de eee ne Me Decne cc kOe 53,9 63) 24.9 101.5 


* Includes payments via Agricultural Stabilization Board. 
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CANADIAN DAIRY COMMISSION 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED JULY 31, 1986 
WERE NOT AVAILABLE AT DATE OF PRINTING 


PUBLIC ACCOUNTS, 1985-86 


CANADIAN DAIRY COMMISSION—Continued 
AUDITOR’S REPORT 


THE HONOURABLE JOHN WISE, P.C., M.P. 
MINISTER OF AGRICULTURE 


I have examined the balance sheet of the Canadian Dairy Commis- 
sion as at July 31, 1985 and the statements of dairy support program 
operations financed by Government of Canada and marketing opera- 
tions and deficit financed by producers for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Commission as at July 31, 1985 and the results of its 
operations for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, the Canadian Dairy 
Commission Act and the by-laws of the Commission. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
December 3, 1985 


BALANCE SHEET AS AT JULY 31, 1985 
(in thousands of dollars) 
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————————————————— OO O————————S===—=—=E—E————E_ 
LIABILITIES 


ASSETS 1985 1984 
Accounts receivable 
SEN i ha lin 2 iki a a tL A OO 23,688 40,911 
Government of Canada)! ayer at PO 2 hy 81,981 73,632 
Produces leviesrcin 4 28 Ae Aes ea titrate 24 Seti 107,515 59,395 
BVENtOries (NOt: 3) tne Meio d ora ates nicl acne hoa. 119,996 128,614 


BEC DAIGICX PONSE scsi crs etd CRT Nd Sere We A coc 382 = 1,453 


333,562 304,005 
‘Approved: 


G. CHOQUETTE 
Chairman 
| 


E.G. HODGINS 
Vice-Chairman 


PAUL SIMARD 
Director of Finance 


Accounts payable and accrued liabilities .......0.0.0000........ 
Allowance for losses on commitments (Note 4).............. 
Subsidies payable to producers ..0......0....0....ccccceceeeceeeee 
Loans from Government of Canada (Note 5)................ 


DEFICIT 


Deficit 


1985 


238,599 
333,562 


333,562 


1984 


61,037 
13,561 
60,472 
182,516 


317,586 


(13,581) 
304,005 
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CANADIAN DAIRY COMMISSION—Continued 
STATEMENT OF DAIRY SUPPORT PROGRAM OPERATIONS 


FINANCED BY GOVERNMENT OF CANADA 
FOR THE YEAR ENDED JULY 31, 1985 
(in thousands of dollars) 


1985 
Subsidies to producers of industrial milk and cream 
(Sched wlega\) en. crczescciect cn cen eee a meets ate 283,612 
Expenses related to marketing operations 
[rte es terre oe ee eens ee eee eee ee 18,267 
Frei giitieses sheeted os Sen ore tener ecge eee eree etc ieee een 3,264 
Stora 2600.9 ts ice carne tonearm ner tocar ters pacaer emeeces oe Brl22 
handling ects oes cves eerie ae eee eee sete ree 484 
Miscellaneous: coc: 2 cece ters ee ree ed eect ee eran 277 
25,414 
Administrative expenses (Schedule B).........0....0::cccceeees 3,668 
FRESCAT CI i eee ee ee eee Pee ie ene 1,661 
Cost of dairy support program operations ........0.0.....c.ceee 314,355 
Financing by Government of Canada (Note 6) 
Agricultural Stabilization Board .......0......ceeee 309,026 
Parliamentary appropriationees=..002 7) tee 5) /7/1/ 
Government departments which provided services with- 
OULU CHAP RG ee rare cree ree eee es 152 
314,355 


1984 


11,940 
4,130 
3,174 

999 
357 


20,600 


4,267 
1,699 


303,517 


29-551 
5,702 


264 
303,517 


STATEMENT OF MARKETING OPERATIONS AND DEFICIT 


FINANCED BY PRODUCERS 
FOR THE YEAR ENDED JULY 31, 1985 
(in thousands of dollars) 


1985 
Salesi a accc. ste eae cree Rn het repeater 338,916 
Costiof:goodsisold ets ete tei Pi ia Ae tetany 578,766 
ILOSSIOMISAlES ee ee cere ee ee 239,850 
Expenses and assistance 
Dairy productiassistanCen meee een 37,855 
Carrying chargese cnn aa terrae cores 10,554 
Agents; commilssionsy(NOtGy])) eyeerees ee nc ease 5,690 
Provision for doubtful accounts ..............::ceeeeeee 2,300 
Donation) toi thiopia ean seer cee eer 290 
Capital assistance recoveries (Note 8) ........0..0..00 (978) 
Advertising:and promotioneertes.. aac eee cee 
Gapitalrassistance: (NOte!S) pment ere 
55,711 
Cost of marketing operations before financing .............. 295,561 
Financing by Producers’ levies (Note 6) 
Industrialimilki(Schedle;@)e sae eer ee 274,720 
Eluidimilki(Schedule:D) en, eee ee 7,497 
282,217 
Government of Canadai(Note9)ic..a.ntcese ce ne 2,564 
284,781 
Deficiency of financing over cost of marketing opera- 
tions:(ScheduleiE) te ewer cece eee 10,780 
Deficit (surplus) at beginning of year... 13,581 
24,361 
Deficit recoverable from producers .............. Re 24,361 


Deficitatiendiofiveate aoc ere cer tees, 


1984 


320,290 
553,416 


233,126 


ID HP) 
8,184 
4,478 


(747) 
2,724 
571 


37,939 
271,065 


233,418 
6,883 


240,301 
10,050 


250,351 
20,714 
(7,133) 
13,581 


13,581 
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NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1985 


1. The Commission 


The Canadian Dairy Commission is a Crown corporation 
named in Schedule C, Part I of the Financial Administration Act 
and is not subject to the provisions of the Income Tax Act. The 
objectives of the Commission, as established by the Canadian 
Dairy Commission Act 1966-67, are “to provide efficient pro- 
ducers of milk and cream with the opportunity of obtaining a fair 
return for their labour and investment and to provide consumers 
of dairy products with a continous and adequate supply of dairy 
products of high quality”. 


. Significant accounting policies 


Foreign currency translation 


Each asset, liability, revenue or expense arising from a foreign 
currency transaction is translated into Canadian dollars at the 
exchange rate in effect at the date of transaction. Monetary items 
denominated in a foreign currency at the balance sheet date are 
adjusted to reflect the exchange rate in effect at that date. Any 
exchange loss or gain, arising on translation or settlement of a for- 
eign currency item, is charged to marketing operations financed 
by producers except for unrealized gains and losses arising from 
the translation of long-term monetary assets which are deferred 
and amortized over the ascertainable lives of the related items. 


Inventories 


Inventories are valued at the lower of cost and net realizable 
value. 


Fixed assets 


Acquisitions of furniture and equipment are not significant and 
are charged to administrative expenses in the year of purchase. 


Purchase commitments 


Losses on commitments to purchase surplus butter and skim 
milk powder at Canadian support prices and other dairy products 
at negotiated contract prices, which are usually higher than 
export prices, are charged to marketing operations financed by 
producers at the time the commitment is made. 


. Inventories 
1985 1984 
(in thousands of 
dollars) 
Cost 
Butter tia seo cee ere ee ee rect tere a 106,559 128,327 


Skim milk powder ................. eae eon tn Ree es Vass SY OPA 
Othendairyiproductsancsner ase teen re eae 33,440 14,854 


197,256 194,808 
Less allowance for write down 


Buttereee nee ete ee eee a een case ee 23,457 30,080 
Skimumilk POwGen ean ccesceecae cee eared ee ere 38,798 31,900 
Otherdainy productsmeweerw ee eee ee eee 15,005 4,214 


77,260 66,194 
119,996 128,614 


Inventories which are carried at cost have been adjusted as the 
prices for surplus butter, skim milk powder and other dairy prod- 
ucts (including evaporated milk, whole milk powder and unsalted 
butter) on the export market are lower than on the domestic mar- 
ket resulting in net realizable value being less than the Canadian 
support prices and costs. The provision for inventory write down 
has been charged to marketing operations (cost of sales) financed 
by producers. 
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CANADIAN DAIRY COMMISSION—Continued 


NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1985—Concluded 


4. Commitments 


As at July 31, 1985, the Commission was committed to pur- 
chase butter and skim milk powder, produced prior to that date, 
at Canadian support prices and other dairy products at negotiated 
contract prices for approximately $11.9 million (1984—$23.4 mil- 
lion). Losses which may result from these purchases at higher 
than export prices have been estimated at approximately $7.9 mil- 
lion (1984—$13.6 million) requiring a decrease in the allowance 
during the year of approximately $5.6 million (1984—increase 
$5.7 million) which has been credited and charged, respectively, 
to cost of goods sold on the statement of marketing operations and 
deficit financed by producers. 


5. Loans from Government of Canada 


These loans, to finance the purchase of dairy products, bear 
interest at rates varying from 9.375% to 12.375% per annum 
(1984—9.625% to 13.00%). There are no specific terms of repay- 
ment and interest, calculated on a simple basis, is paid at the time 
of any principal repayment. 


Loan transactions are summarized as follows: 


1985 1984 
(in thousands 
of dollars) 
Balance at beginning of year... 182,516 231,767 
BOsrowin 2S jnaterc.c3 vid ie Gel Geny Sear ets 497,236 457,639 
Repayments nat ncrcats. Stee ae ee (445,452) (508,984) 
Accrued interest at end of year... cc. 4,299 2,094 
Balanceationdwfi yeah =) te. eee 238,599 182,516 


There is a statutory limit of $300 million on borrowings by the 
Commission from the Government of Canada. 


6. Financing 
Government of Canada 


The Agricultural Stabilization Board, through Vote 15, pro- 
vides financing to the Commission for the benefit of producers for 
the purpose of stabilizing the price of industrial milk and cream. 
During the year ended July 31, 1985, financing for this purpose 
amounted to $311.6 million, of which $309.0 million was credited 
to dairy support program operations and $2.6 million (see Note 9) 
was credited to marketing operations. Administrative and 
research expenses are financed by Agriculture Vote 45. 


Producers 


Producers are responsible for the cost of disposal of surplus 
products, including all losses on special export production under 
the export quota program, and for marketing costs attributable to 
surplus production. These costs are financed through producer 
levies which are charged and collected by the provincial market- 
ing boards and agencies and remitted to the Commission. 


Any surplus in marketing operations up to $10 million is not to 
be refunded to producers or taken into account when setting levy 
rates for the following year. The treatment of any excess over $10 
million is to be determined by the Canadian Milk Supply Man- 
agement Committee. 

Interest expense and carrying charges associated with the pur- 
chase of butter and skim milk powder produced in excess of the 
Canadian requirement of butterfat are financed by producers. 
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. Agents’ commissions 


The Commission has used the services of agents for sales in 
connection with marketing of dairy products on the export market 
and commissions were as follows: 


1985 1984 

(in thousands of 
dollars) 

‘Goopikedéréeide Québec) Canada. meena 2,401 2,578 
eSoMuExportsilnc.s Canadaimcee eee ieee eee, 2,594 943 
Intercontinental) MicxiCOle na pene ee eee ee 535 355 
Gestion Y. Dessarrollo—Commercial S.A., Peru ........... 146 395 
CanadaiExpai(i980) Inc} Canadan.....ne eee eee 14 184 
Gerber Agri-Export, Canada amen r.cc..spareineen es ees 23 
5,690 4,478 


. Capital assistance 


In a program to export whole milk products, up to a maximum 
of 10% of Canadian requirements or a maximum of 4.4 million 
hectolitres of milk as agreed by the Canadian Milk Supply Man- 
agement Committee and Government, the Commission has con- 
tributed to the construction of two processing plants for evapo- 
rated milk and one processing plant for instantized whole milk 
powder. 

The capital assistance, totalling $22.7 million, commenced in 
1980 and was financed by producers. This cost is estimated to be 
reduced to $17.7 million over a period of six years from 1980 
through the recovery of the residual value of the plant and equip- 
ment, including a reduction in price for a maximum number of 
cases to be purchased, and grants from the Government of 
Canada. Recoveries to date amounted to $3.9 million, (1984— 
$2.9 million). 


. British Columbia Milk Board 


Effective November 1, 1984, the British Columbia Milk Board 
rejoined the Comprehensive Milk Marketing Plan. During the 
year ended July 31, 1985, the Board did not remit levies to the 
Commission for the period August to October 1984. Levies on 
milk production during this period would have amounted to $2.6 
million. An amount of $2.6 million (1984—$10.1 million), 
equivalent to subsidies which would have been paid by the Gov- 
ernment of Canada on milk production in British Columbia, has 
been credited to marketing operations financed by producers. 


. Financial statement presentation 


A statement of changes in financial position has not been 
included because, in the opinion of management, it would not pro- 
vide any useful additional information. Certain 1984 items have 
been reclassified to conform with the presentation adopted in the 
current year. 
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CANADIAN DAIRY COMMISSION—Continued 


SUBSIDIES TO PRODUCERS OF INDUSTRIAL 
MILK AND CREAM 


FOR THE YEAR ENDED JULY 31, 1985 SCHEDULE A 
Eligible Shipments Subsidies 
1985 1984 1985 1984 


(in thousands 


(in thousands 


of kilograms) of dollars) 
Prince Edward Island.... 3,108 3,220 5,206 5,394 
INOVal SCotides eee ee 23H; 2,134 3,578 3,574 
New Brunswick.............. Msi 2,244 3,780 3,758 
Quebecwere ashe 80,962 81,383 135,611 136,316 
Ontanlomercre eee 53,729 53,993 89,996 90,438 
Manitobatensc0 6,594 6,595 11,044 11,047 
Saskatchewan................. 4,411 4,413 7,388 7,392 
Abert aerate 11,427 11,335 19,140 18,986 
British Columbia 
(INOte:9) ere eee 6,229 6,027 7,869 46 
170,854 171,344 283,612 276,951 
PRODUCER LEVIES ON INDUSTRIAL MILK 
FOR THE YEAR ENDED JULY 31, 1985 
Milk Shipments 
1985 1984 
(in thousands of litres) 
Princes dwardulsland see eee eee 75,998 13.355 
INOVal SS COCA Koei weet cre een tt es ee rans ie de 52,930 $2,385 
INEWIBrUNSWICK tren eet ere en etn, Ph mai 54,905 $2,897 
CHEDECS rt ern ee eee Ree TT ey Rees We ee 2,243,797 2,250,749 
Orta rig: Ree i A 5 ree Sd ete ENS 1,321,949 1,311,443 
Manitobaa ste een arr ene n> RE Aan re cree 153,566 150,858 
Saskatchewa niieemrrcs emer ened tei ere AA 101,510 100,421 
AIDEr acta nk ne eose seen ee an See rere nn ean 287,020 280,655 
British;Columbiai(Notei9). 2 ees ee ee 175,253 158,479 
4,466,928 4,436,242 
PRODUCER LEVIES ON FLUID MILK 
FOR THE YEAR ENDED JULY 31, 1985 SCHEDULE D 
Sales Producer Levies* 
1985 1984 1985 1984 
(in thousands of litres) (in thousands of dollars) 
Prince Edward Island.... 13,509 13,396 41 40 
NovarScotiaueee on aieer 114,916 114,659 347 346 
New Brunswick.............. 69,818 70,509 210 213 
Québecie: ses onto 655,236 654,018 1,980 1,917 
Ontarioke =e oe 954,071 972,777 2,879 2,986 
Manitobasae esse: 103,814 103,702 314 315: 
Saskatchewan................. 97,876 98,425 293 289 
Albertaze 4) buen ee 253,457 256,175 758 777 
British Columbia 
(Note) eee ee 303,183 303,509 675 
2,565,880 2,587,170 7,497 6,883 


*Calculated at 5% of subsidy rate of $6.03 per hectolitre of sales. 
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ADMINISTRATIVE EXPENSES 
FOR THE YEAR ENDED JULY 31, 1985 


(in thousands of dollars) 
1985 1984 
Salaries>.o9 #0 Rese $295.8 ace AUN eee ee RB ore oe oe ee 2,031 1,979 
Transportation and commuNiICatiOns .............0..ccceccceeeeeeeteseeeeeees 410 345 
Professionaliand special services: wancrseremt a eee ee 264 731 
Other personnelicostSr- seen tee eee cer creer tee 264 287 
Remuneration of members of the Commission ............................ 191 190 
Rentalsye eee re ee ent Oe eee ee 183 190 
Data processing and cheque issue ServiCeS..............0.::ccceeeeeee 152 264 
Acquisition of furniture and equipment...........0.0.0.....ee 96 163 
Wulitiessmaterials‘and’supplicSe-..)-..7...--, 2 eee eee 54 75 
Repairsiandimaintenance seameteeneetc te eee 22 41 
Miscellaneous!) cin viacccewacar svtcccs aed ee ee l Zz 
3,668 4,267 
SCHEDULE C 
Producer Levies 
In Quota Over Quota Total 
1985 1984 1985 1984 1985 1984 
(in thousands of dollars) 

3,678 4,027 3,678 4,027 
2,977 2,693 468 129 3,445 2,822 
3,122 2,719 248 3,370 2,719 
128,011 115,688 6,686 134,697 115,688 
74,630 67,408 9,780 10,394 84,410 77,802 
8,680 7,754 1,070 549 9,750 8,303 
Ss 5,162 444 980 6,219 6,142 
16,232 14,426 1,880 18,112 14,426 
deli 118 3,862 1,371 11,039 1,489 
250,282 219,995 24,438 13,423 274,720 233,418 
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- SCHEDULE B 


: PUBLIC ACCOUNTS, 1985-86 131 


CANADIAN DAIRY COMMISSION—Concluded 
_ MARKETING OPERATIONS FINANCED BY PRODUCERS 


_ FOR THE YEAR ENDED JULY 31, 1985 SCHEDULE E 
————  ._6U.e_[{_—KKqae}——s—ss TTS... eee 
1985 1984 
Domestic Export Domestic Export 
Skim Skim 
Milk Evaporated Other Milk Evaporated Others 
Butter Powder Milk Products* Total Total Butter Powder Milk Products* 
im. (in thousands of dollars) 

SVS ae diet ete le ie ore 134,516 71,916 119,931 12,553 338,916 320,290 124,761 77,978 94,236 23,315 
ee EE CIA IN PEROT REY 
Cost of goods sold ................. 131,016 212,028 195 113 29,543 567,700 538,831 119,975 224,972 144,371 49,513 

| Allowance for inventory 
Mee Wiite GOWN... scdictssccseceenes (6,623) 6,898 8,845 1,946 11,066 14,585 5,369 7,509 1,719 (12) 
| 124,393 218,926 203,958 31,489 578,766 553,416 125,344 232,481 146,090 49,501 
(Profit) loss on sales ............. (10,123) 147,010 84,027 18,936 239,850 233,126 583 154,503 51,854 26,186 
/ ee tee ee LO OU 
_ Expenses and assistance 
_ Dairy product assistance.. 335 16,833 93 20,594 37,855 22,729 29 14,762 22 7,916 
Carrying charges .............. 1,959 8,176 419 10,554 8,184 2,918 4,463 803 
Agents’ commissions ........ 651 4,707 332 5,690 4,478 750 35125 603 
Provision for doubtful 
ACCOUNTS ee eee eee 1,700 600 2,300 
Donation to Ethiopia........ 290 290 
Capital assistance recov- 
CTICS ee reer kot a (495) (483) (978) (747) (264) (483) 
Advertising and promo- 
CON ee re ere ete 2,724 2,724 
Capital assistance............. 571 571 
335 19,443 14,471 21,462 55,711 37,939 29 18,430 7,917 11,563 
| Cost of marketing opera- 
tions before financing... (9,788) 166,453 98,498 40,398 295,561 271,065 612 172,933 59,771 37,749 
Financing........c.ccccccccsseeee 254781 nat 250,35 10> geen ae ag Pt aca 


Deficiency of financing 
over cost of marketing 


ODErALIONS wee eee 10,780 20,714 
Volume Volume 
(in millions) (in millions) 
Kilo- Kilo- Kilo- Kilo- Kilo- Kilo- 
grams grams Cases grams grams grams Cases grams 
ES te 29.5 75.8 7.1 6.0 28.0 78.2 5.3 10.4 
| BEOTCNASCS en tee 23.5 76.9 7.6 6.7 26.6 82.0 Si 10.0 


a 


-*Includes whole milk powder and cheese. 
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CANADIAN FILM DEVELOPMENT CORPORATION 


MANDATE 

To foster and promote the development of a feature film industry in Canada. To administer the Canadian Broadcast 
Program Development Fund for private sector development of television productions of drama, children’s 
programming and variety, meeting specific standards of Canadian context. 


BACKGROUND 


The scale of the Corporation’s activities has increased since 1981 with the inception of new government programs in 
support of the domestic television productions industry. 


CORPORATION DATA 

HEAD OFFICE National Bank Tower 
600 de la Gauchetiére Street, West 
Montreal, Quebec 
H3B 4L2 

STATUS — not an agent of Her Majesty 


— exempted from Divisions I to IV of Part XII of the Financial 
Administration Act; subject to Part VIII of this Act as it read 
immediately before the (1984) repeal thereof. 


APPROPRIATE MINISTER 


DEPARTMENT 


DATE AND MEANS 


The Honourable Flora MacDonald, P.C., M.P. 
Communications 


1967, by The Canadian Film Development Corporation Act, (R.S.C. 


OF INCORPORATION 1970, C.8) 
CHIEREXECUTIVE Peter Pearson 

OFFICER 

CHAIRMAN Jean Sirois 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


TotalAssets:scceexcansetiecxenn von caxercess rn etna ence coer pae 13.0 12 19 4.6 

Oblizations 10 the private SeCtOn 1 -...... acter. eee er nil nil nil nil 

Obligations to Canada sat rec ee eee ee nil nil 4.0 4.0 

Equity of Canada. ecicc4. ot ee rere te ee eee 10.1 8.2 ps) 0.4 
Cash from Canada in the period 

= DUCA BOCA Vig ow ceik s,s ecu aR aC tees eee 79 46.6 16.3 4.5 


— fon: budsetary. netol repavinents 4.0.04 ee ee — (2) negl. (0.6) 
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CANADIAN FILM DEVELOPMENT CORPORATION 
AUDITOR’S REPORT 


THE HONOURABLE MARCEL MASSE, P.C., M.P. 
MINISTER OF COMMUNICATIONS 


I have examined the balance sheet of the Canadian Film Develop- 
ment Corporation as at March 31, 1986 and the statements of opera- 
tions, equity of Canada and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
| operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
| applied on a basis consistent with that of the preceding year. 


Further, in my opinion, proper books of account have been kept by 
| the Corporation, the financial statements are in agreement therewith 
_ and the transactions of the Corporation that have come to my notice 
| during my examination of the financial statements have, in all signifi- 
_ Cant respects, been in accordance with the Financial Administration 
| Act and regulations, the Canadian Film Development Corporation Act 
| and the by-laws of the Corporation. 


Raymond Dubois, C.A. 

Deputy Auditor General 

| for the Auditor General of Canada 

| Ottawa, Canada 
June 10, 1986 


| BALANCE SHEET AS AT MARCH 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
| Current Current 
Loans to producers ZNCCOMTLES, DAY aD C rae ae eee ee 2,702,054 3,771,564 
Reature'filmsaees ee ene cee eee 3,023,855 3,205,805 Provision for employee termination benefits............ 175,500 202,000 
Canadian programming .............cccccccccsssesceescenees 839,600 1,606,284 2,877,554 3,973,564 
Parliamentary appropriation receivable UT a Sct Tr Le. ee 
(CON Ot e3)) cece Snes teh Riv Ae! echt Attn bone. 8,186,552 6,329,318 
PX CCOUNLS LE CELVA D | Cane ieee nearer Senn fe 243,767 361,319 EQUITY OF CANADA 
EREDAR CK DON SCS ac Sea sta 135,513 109,667 Equity of Canada .............<10:.2 ene He eee 10,093,723 8,210,012 
12,429,287 11,612,393 
mer cdassetsi(NOter4 i mee eenae ners en rent tr $41,990 $71,183 
LO eT mel 21 83.576 12:971,277 “© 1251835576 


‘Approved by the Board: 


EDWARD PREVOST 
President 


Approved by Management: 


PETER PEARSON 
Executive Director 
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CANADIAN FILM DEVELOPMENT CORPORATION—Continued 
STATEMENT OF CHANGES IN FINANCIAL POSITION 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 
Canadian 
program- Feature 
ming films Total 
$ $ $ 
Assistance expenses 
(Note 5) 
English production.......... 44,424,063 1,543,289 45,967,352 
French production........... 20,224,541 1,052,532 21,277,073 
Marketing and distribu- 
TONE Pewee eo ee 3,763,028 3,763,028 
Development of the 
INGUSUT Vere tee eee 1,387,988 1,387,988 
64,648,604 7,746,837 72,395,441 
Revenues 
Interest on loans to pro- 
CUCEIS eres ee 141,198 359,259 $00,457 
Management fees............ 30,099 30,099 
141,198 389,358 530,556 
Cost of operations before 
administration expenses . 64,507,406 7,357,479 71,864,885 
Administration expenses 
(Notei6) eee eee nee ae 1,973,711 
Cost of operations for the 
WEA Tree cere ten eee ne 73,838,596 


STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 

$ 
Balance at beginning of the year........0.0.......ccce 8,210,012 
Parliamentary appropriation ..........0.0..0.0.c.ccccceeeees 75,722,307 

Waiver of the obligation to reimburse an amount 

Cueto Canada Loe Se ee aw rsessestesmeresensstes z 
83,932,319 
Costiofroperationsiomthe;veaneen es cee 73,838,596 
Balancefatiend ofithe yeas coco 10,093,723 


1985 


27,394,298 
13,049,405 


2,999,291 


1,771,825 
45,214,819 


670,298 
1,248,688 


1,918,986 


43,295,833 


1,759,093 


45,054,926 


1985 
$ 


2,699,649 
46,565,289 


4,000,000 


53,264,938 
45,054,926 


8,210,012 


FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 
$ $ 
Operating activities 

Cost of operations for the year .............cccce (73,838,596) (45,054,926) 
Items not affecting liquidity 

Depreciation S.4- 3 Aa eee 126,246 134,348 

Increase in the provision for employee ter- 

mination Denelitsis ee eee (26,500) 111,970 


(73,738,850) 
Net change in non liquidity items of working 
capital related to operations...............0.0.0.000. (977,804) 
(74,716,654) 
Investing activities 
Loans to producers 


(44,808,608) 


(1,524,044) 
(46,332,652) 


Investments evtne.: eon See. eee eee (3,753,500) (5,831,116) 
Reimbursements ee eee 4,483,934 5,249,170 
Write-of fs. aitcs eee ene Wee ee ie 218,200 70,636 
948 634 (511,310) 
Acquisition of fixed assets..........0.0:.ccccceceeees (97,053) (344,037) 
851,581 (855,347) 
Financing activities 
Parliamentary appropriation ...............ccccc000. 75,722,307 46,565,289 
Waiver of the obligation to reimburse an 
amount due to Canadace. at eee 4,000,000 
75,722,307 50,565,289 
Parliamentary appropriation receivable 
Increase:fontheryeane eee eee 1,857,234 3,377,290 
Balance at beginning of the year ...................... 6,329,318 2,952,028 
Balanceiatendiofithe yearn. 1e eee 8,186,552 6,329,318 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and activities 


The Corporation was established in 1967 by the Canadian Film 
Development Corporation Act with the objective of fostering and 


promoting the development of a feature film industry in Canada. 
The Corporation has since been charged with the administration 
of the Canadian Broadcast Program Development Fund, estab- 
lished on July 1, 1983, within the framework of the Broadcasting 
Strategy for Canada as well as with the management of various 
new programs established under the National Film and Video 
Policy of May 1984. 


The Corporation is a Crown corporation subject to the provi- 
sions of Part VIII of the Financial Administration Act as it read 
before its repeal and as if it continued to be named in Schedule C 
of the Act. 


. Significant accounting policies 


(a) Liquidity 
The financial operations of the Corporation are processed 
through the Consolidated Revenue Fund of Canada, thus the 
absence of bank accounts. For the purposes of the statement 
of changes in financial position, its liquidity consists of a par- 
liamentary appropriation receivable. 


(b 


— 


Loans to producers 


Loans advanced to producers of feature films and Canadian 
programming are shown on the balance sheet at their face 
value, less an allowance for losses. 
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CANADIAN FILM DEVELOPMENT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


(c) Investments 


Funds advanced to producers of feature films and Canadian 
programming, in return for a share in the proceeds from such 
productions, are expensed as assistance to productions in the 
year in which the advances are made. 


All proceeds, up to the amount of the related investment, are 
credited to expenses as a reduction of production assistance 
expenses made during the year. Any amount in excess thereof 
is accounted for as revenues. 


(d) Fixed assets 


~~ 


Fixed assets are recorded at cost. 


Depreciation of furniture and equipment is provided for, 
using the diminishing-balance method, at the annual rate of 
20%. Leasehold improvements are amortized, using the 
straight-line method, based on the terms of the leases. 


(e) Parliamentary appropriation 


The parliamentary appropriation voted to the Corporation 
for its objectives comprises a non lapsing amount for the 
development of a feature film industry and another lapsing 
amount for the production of Canadian programming. The 
unlapsed parliamentary appropriation is credited to the 
Equity of Canada. The admissible unlapsed amount not used 
at the end of the year is presented on the balance sheet as a 
parliamentary appropriation receivable. 


(f) Employee termination benefits 


On termination of employment, employees of the Corpora- 
tion are entitled to certain benefits provided for under their 
conditions of employment. The cost of these benefits is ex- 
pensed in the year in which they are earned. 


— 


(g) Pension plan 


All employees of the Corporation participate in the superan- 
nuation plan administered by the Government of Canada. 
The employees and the Corporation contribute equally to the 
cost of the plan. This contribution represents the total liabil- 
ity of the Corporation. Contributions in respect of current 
service and admissible past service are expensed during the 
year in which payments are made. The terms of payment for 
past service are set by the applicable purchase conditions in 
effect, generally over the number of years of service remain- 
ing prior to retirement. 


. Parliamentary appropriation receivable 


1986 1985 
$ $ 


5,153,899 3,260,028 
2,056,508 2,275,095 


Development of the feature film industry .............. 
Canadian programming production ....................... 
Interim financing to producers and distributors 


Obfeaturetilins avec. ee ee tee 976,145 794,195 
8,186,552 6,329,318 
. Fixed assets 
1986 1985 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
$ $ $ $ 


Furniture and equipment ............ 809,484 386,954 422,530 453,541 
Leasehold improvements ............. 155,563 36,103 119,460 104,451 
AntOmODIle ees 5 pee 13,191 


965,047 423,057 541,990 571,183 
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5. Assistance expenses 


1986 1985 
Canadian 
program- Feature 
ming films Total Total 
$ $ $ $ 
Investments .............. 64,472,061 6,007,078 70,479,139 43,359,114 
Proceeds from 
investments .......... (1,398,146) (1,864,821) (3,262,967) (2,014,594) 
Loans written-off .... 218,200 218,200 70,636 
Reimbursements of 
loans _ previously 
written-off............. (72,628) (72,628) (478,776) 
63,073,915 4,287,829 67,361,744 40,936,380 
Operating expenses 
CINGtCIG) ee eer 1,574,689 3,459,008 5,033,697 4,278,439 
64,648,604 7,746,837 72,395,441 45,214,819 


ST 


6. Operating expenses 


1986 1985 
$ $ 
Salaries and employee benefits ...0.........0.ccccceceee 35297;920 2,997,513 
Rent, taxes, heating and electricity 0.0.0.0... 884,671 686,691 
Printing, postage and office expenses ..................... 609,165 531,097 
Advertising and hospitality ....0...0..0ccccccceeeeeeeee 467,913 293,485 
ipavelleerceter on ct Mee AON ES cn IT YEE hae noe 412,153 345,908 
Professional servicesemmme etn re ee ete 392,926 379,427 
Consultantsufecs;. eee eee eee 373,147 374,500 
iliclephoneranditelexs eee 234,511 149,390 
Deprecia tions cetera en oer ener eae ae Boe 126,246 134,348 
IKCLOCATIONICKDENSCS eaeeenette aa nee Cree nenneEEn 113,010 $1,261 
Films and subtitling of films ...0.0....0.ccccccccscscseeeeees 92,726 83,461 


Binancing<costs seme wer en et enn en 3,020 10,391 
7,007,408 6,037,532 
Portion applicable to assistance expenses 
(Note?!) Pree res ere ee tne tain Oe ak a 


Portion applicable to administration expenses ...... 


5,033,697 4,278,439 
1,973,711 1,759,093 


. Commitments 


As at March 31, 1986, the Corporation is contractually com- 
mitted to advance funds totalling $11,606,894 as loans and invest- 
ments, of which $4,748,838 are for French productions and 
$6,858,056 are for English productions. Further, it has accepted 
financing projects that may call for disbursements of approxi- 
mately $6.3 million of which $1.5 million are for French produc- 
tions and $4.8 million are for English productions. 


The Corporation has entered into long-term leases for the 
rental of office space and equipment used in its operations. The 
aggregate minimum annual rentals payable during subsequent 
years are as follows: 


$ 

DOB] ieee Nessa sas sec csv react eter ee ase Nel Seu Ercan seat 801,865 
NT 3 Ries e hc Hee cone attr Fear tet eatan oc Re elt 755,966 
VOB Oi 8 ors stag sin renee een er ei NET Weg Bale, oe 771,886 
Tee AU Sere ned rele RERee Cates cn charter ear eae aR PN eR i Riles Ede 791,108 
LOO Weg tion tok tawhas enn Ghonraapreaeerst pecista rata ated (ates cee 731,365 
1 PIS ane ter corer tanto anise me esecr 1,937,311 

5,789,501 


. New government initiative 


In the Budget Papers tabled on February 26, 1986, the Minister 
of Finance announced a new government initiative, to be adminis- 
tered by the Corporation, whereby $33 million will be provided in 
1986-87 to support the production and distribution of high quality 
Canadian feature films in domestic and international markets. 
Funds, largely through the provision of capital, will be used to 
support all phases of the production and marketing of Canadian 
films. As at June 10, 1986, this new program had not yet been 
officially authorized. 
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SUMMARY PAGE 


CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY 


MANDATE 
To increase knowledge and understanding of the issues relating to international peace and security from a Canadian 
perspective, with particular emphasis on arms control, disarmament, defence and conflict resolution. 


BACKGROUND 

The Corporation was established in 1984 by special Act of Parliament. Under Bill C-69, which received Royal Assent 

on October 29, 1985, the Corporation was given status, under the Financial Administration Act, resembling that of 

the cultural Crown corporations, being exempt from most provisions of Part XII of the Act. The Corporation is 

authorized to fulfill its mandate by the following means: 

(a) foster, fund and conduct research; 

(b) promote scholarship; 

(c) study and prepare ideas and policies; and 

(d) collect and disseminate information on, and encourage public discussion as they relate to matters of international 
peace and security. 


CORPORATION DATA 
HEAD OFFICE 307 Gilmour Street 
Ottawa, Ontario 
K2P OP7 
STATUS — not an agent of Her Majesty 
— exempt from Divs. I to IV of Part XII of the FAA by s. 96(1) of 
that Act. 
APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 
DATE AND MEANS August 15, 1984; by the Canadian Institute for International Peace 
OF INCORPORATION and Security Act, (S.C. 1983-84, C.37) 
CHIEF EXECUTIVE Geoffrey Pearson ) 
OFFICER | 
CHAIRMAN William H. Barton | 
AUDITOR The Auditor General of Canada | 
FINANCIAL SUMMARY ($ million) The financial year ends March 31. 
6 Months to — 
1985-86 March 31, 1985 
At the end of the period | 
f heigl 7 Cee a Orne) ee) 8 we Lae jm) isa 
Obiteations:to:the-private sector: cc eae to has eek nil nil 
OD PAELONS: COVA NAGA Seif csc et Lochs Bes cos BUR 0 nies ta SOR Ca kt nil nil 
Equity of Canada ...c5.ccé...<<.: cee OR Bae ee oe I See A 17 be 
Cash from Canada in the period 
seabudgetanyiaiial MManoiven, will s Debetis Sune Ye 1 ee BRT 8 ey; LS 


ESOMOTISOUC POLAT Y coh et ee ee eo Shsiva 5.5 a nil nil 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY 


AUDITOR’S REPORT 


TO THE CANADIAN INSTITUTE FOR INTERNATIONAL 
PEACE AND SECURITY 
AND 
TO THE RIGHT HONOURABLE CHARLES JOSEPH CLARK, P.C., M.P. 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the Canadian Institute for 
International Peace and Security as at March 31, 1986 and the state- 
ments of operations and equity of Canada and changes in financial 
position for the year then ended. My examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 


_ position of the Institute as at March 31, 1986 and the results of its 


operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding period. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


June 12, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 


eee 
| nnn nnn nnn Gee — — — — — — eee 


! ASSETS 


1986 1985 
$ $ 

| Current 
Gashrand | termidepositsini? asec. ad iehsahieca.e 1,124,197 224,330 
Canadastreasuny.Dillstae a4 ree See dee 499,789 1,026,247 
ENSTAT ETS COIR ee eal an pele / 11,692 26,147 
PLE PALGLEXDENISCS coment kon suri ne ee eee oe 75,896 51,829 
| 1,711,574 1,328,553 
BXCOL( NOE, 3) Fatt ee ete ea 140,994 3,585 
1,852,568 1,332,138 


| 
| 
| 


Approved by: 


WILLIAM H. BARTON 
Chairman of the Board 


| GEOFFREY A.H. PEARSON 


| 


Executive Director 


LIABILITIES 1986 1985 
$ $ 
Current 
Accounts payable and accrued charges..........0.0.0...0.... 111,223 96,183 
EQUITY OF CANADA 
Bqulityofi@ana da sercmncsercee) erates cons. 2 en Se 1,741,345 1,235,955 
1,852,568 1,332,138 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY—Continued 


STATEMENT OF OPERATIONS AND EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 
(12 (6 months) 
months) 
$ $ 
Expenses (Schedule) 
Programmes 

Publigiprogrammes. secs tee nee eee eet es 683,478 14,200 
Research ets 08. .4 Oa Ri ce ey ee eae 547,381 28,484 
ROT MIATIONIS YS LEI Seaneeen en ener eee eee ere ee 117,267 9,509 


1,348,126 52,193 


Administration and support 


Administrations tye eee eek econ cena 544,187 108,049 
ExXeCUUIVG\cc.00.24 eco te ree e ee 195,268 33,276 
Boardcofe Directorst eee ee eee 132,774 132,704 


872,229 274,029 
2,220,355 326,222 


Revenue 

[NLEKeStN COME sone ere aoe etn cere 225,745 62,177 
Net; costo hoperationsyes steer ete... consent ces. 1,994,610 264,045 
Ranliamentany appropriatloneede ses cn eer aamnet ence 2,500,000 1,500,000 
Excess of parliamentary appropriation over net cost of 

OPET Atl ONS rks eer at eet Ne an Reon. $05,390 1,235,955 
Equity of Canada at the beginning of the year............... I ASSESS 
Equity of Canada at the end of the year... 1,741,345 1,235,955 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 
(12 months) (6 months) 
$ $ 
Operating Activities 
Cash used by operations 
ING Gcostrofropera tlonsn amet aee een ee te eee 1,994,610 264,045 
Item not requiring an outlay of funds 
Depreciation ofmaixediassets seen ee a (35,472) (897) 
1,959,138 263,148 
Accounts payable and accrued charges................ (15,040) (96,183) 
PX CCTUCCITTILENES tine ern ee eee er ene nes (14,455) 26,147 
Prepaidtexpensesseemmnr csr ime ree eons 24,067 51,829 


1,953,710 244,941 
Investing Activities 
Acquisition of office furniture, equipment and 


leaseholdhimprovements2...1.s) se eee ee 172,881 4,482 
Financing Activities 2 
Parliamentary appropriation.........0..0.0.ccccccees (2,500,000) (1,500,000) 
Increasc.@Uiin Cuvhenycalwar sree eee ere te ee eee 373,409 1,250,577 
Balance at the beginning of the year .................... 1,250,577 
Balance atthe endiofi the yeatic......-.... ee 1,623,986 1,250,577 


The balance includes cash, term deposits and Canada treasury bills. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and operations 


The Institute was established in June 1984 under the Canadian 
Institute for International Peace and Security Act and com- 
menced operations on October 1, 1984. 


During the year, the Constitutional Act of the Institute was 
amended by Bill C-69. It is now an exempted Crown corporation 
and has been removed from Schedule C of the Financial Adminis- 
tration Act. Furthermore, this Bill modified the French version of 
the Institute from “Institut canadien pour la paix et la sécurité 
mondiales” to “Institut canadien pour la paix et la sécurité inter- 
nationales”’. 

The purpose of the Institute is to increase knowledge and 
understanding of the issues relating to international peace and 
security from a Canadian perspective with particular emphasis on 
arms control, disarmament, defence and conflict resolution, and 
to: 


(a) foster, fund and conduct research on matters relating to 
international peace and security; 


(b) promote scholarship in matters relating to international 
peace and security; 


(c) study and propose ideas and policies for the enhancement of 
international peace and security; and 


(d) collect and disseminate information on, and encourage public 
discussion of, issues of international peace and security. 


. Significant accounting policies 


These financial statements have been prepared in accordance 
with generally accepted accounting principles. The main princi- 
ples followed are: 


(a) Fixed assets 


Fixed assets are recorded at cost. Office furniture and equip- 
ment are depreciated on the straight-line basis at an annual | 
rate of 20%. Leasehold improvements are amortized, using 
the straight-line method, based on the duration of the lease. 


(b) Pension plan 


Employees participate in the Public Service Superannuation 
Plan administered by the Government of Canada. The Insti- 
tute’s contributions are equal to the contributions paid by its _ 
employees in respect of current services. These contributions | 
represent the total liability of the Institute in respect of the 
pension plan and are recorded as expenses in the same period — 
as the employees’ services are rendered. | 


(c) Income taxes 
The Institute is exempt from any liability for income taxes. 
(d) Parliamentary appropriation 


Parliamentary appropriation is recorded in the accounts on 
an accrual basis. Furthermore, the Act states that the Insti- 
tute shall be paid from the Consolidated Revenue Fund the 
following sums: 


$ 
NO S.6-8 lores chcace erence ee saree eee sa te 3 million 
WORST ERS I 3 a se soeoeet grate caer tee Seba rance PCAs arias eee 4 million 
NOS 828 9 eee Pee ce, | ee ee 5 million 
thereafterre tcc ee 5 million or such greater 
amount as may be appropriated 
by Parliament. 
(e) Grants 


The Institute recognizes its liability for a grant upon the con- 
ditions of the agreement being met by the recipient of the 
grant. 
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3. Fixed assets 


1986 1985 
Accumulated 
depreciation Net Net 
and book book 
Cost amortization value value 
$ $ $ $ 
| Office furniture ............. 118,877 24,123 94,754 1,392 
| EBquipment.2.4..2.¢4.5 35,209 7,590 27,619 2,193 
| Leasehold improve- 
| Mentseeese see 23,276 4,655 18,621 
a 
177,362 36,368 140,994 3,585 


———————————————— 
4. Commitments 


Lease 

The Institute entered into a five-year lease agreement for the 
rental of office premises on May 1, 1985. The Institute can renew 
the lease agreement for an additional five-year period. The mini- 
mum annual rent for the next four years is $120,000. 


The Institute is committed to make payments totalling up to 
$188,386 during the next fiscal year subject to compliance by 


Grants 
| 

| recipients with the terms of the agreements. 
; 


‘SCHEDULE OF EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1986 


| 


Programmes Administration and Support 
Public Board 1986 
Pro- Information Admini- of (12 1985 

| grammes Research Systems Total stration Executive Directors Total months) (6 months) 
| $ $ $ $ $ $ $ $ $ $ 
BEET SONNE] een ce eee ce sn, 149,087 207,229 68,969 425,285 157,910 178,428 336,338 761,623 100,815 
MUTANS Serene nse eter ok 434,017 271,432 705,449 705,449 
Transportation and com- 

| munications................ ee 17,385 16,138 9,837 43,360 52,989 10,469 65,200 128,658 172,018 61,661 
Beentalscwerts tea eeu, 169,868 169,868 169,868 23,597 
/Materiel and supplies ........... 28,739 28,739 54,434 54,434 83,173 9,143 
/Publications 0000... 75,140 5,407 80,547 80,547 4,779 
Professional and special ser- 

VICES: MACNN on occa 6,961 5,902 9,722 22,585 25,972 6,371 7,389 39,732 62,317 37,551 
WDirectors’ FES icici. .ceeseeeeeess 60,185 60,185 60,185 84,350 
Purchased repair and 

NDKEED ere Peers cog tn 45,527 45,527 45,527 777 
Conferences, workshops and 
BEESCIDINAES eee ea en 888 41,273 42,161 42,161 
Depreciation of fixed assets. 35,472 35,472 35,472 897 
Miscellaneous. ................0..... 2,015 2,015 2,015 2,652 

683,478 547,381 117,267 1,348,126 544,187 195,268 132,774 872,229 2,220,355 326,222 
SCHEDULE OF GRANTS 


FOR THE YEAR ENDED MARCH 31, 1986 


llloooolTleolo—_ 


Disbursed Committed Total 

$ $ $ 
COCA RSet eieetan [Teer era 271,432 153,686 425,118 
Public programmes ............-occ ce cccscecseeee 434,017 34,700 468,717 


705,449 188,386 893,835 
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MANDATE 


To ensure availability of adequate feed grain to meet the needs of livestock feeders, availability of adequate storage 
for feed grain in Eastern Canada; reasonable stability in prices for feed grain in Eastern Canada, British Columbia - 
and the Yukon and Northwest Territories; fair equalization of feed grain prices in those regions. 


BACKGROUND 


Established in 1967, the Board has executed its mandate by subsidizing the transportation costs of feed grain, by 
paying the carrying charges on local dealer inventories to promote local feed grain security and by administering a 
program for the construction and expansion of feed grain storage elevators. Its programs are financed by budgetary 


payments from Canada. 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


DATE AND MEANS OF 
INCORPORATION 


CHIEF EXECUTIVE 
OFFICER AND CHAIRMAN 


AUDITOR 


PUBLIC ACCOUNTS, 1985-86 


SUMMARY PAGE 


CANADIAN LIVESTOCK FEED BOARD 


Suite 400 | 
5180 Queen Mary Road 
Montreal, Quebec 
H3W 3E7 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable Charles Mayer, P.C., M.P. | 
Minister of State (Canadian Wheat Board) 


Agriculture 


In 1967, pursuant to the Livestock Feed Assistance Act, (R.S.C. 
1970 C. L-9). 


Denis Ethier 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


At the end of the period 


SOLAMPA SSCIGi. per, antaneo.cnsanntonacetnanan 
Obligations to the private sector 
Obligations to Canada ..................0.... 
Bauity of Canad avages ct tt cwcctcad’ Snes 


Cash from Canada in the period 


=——OUUPELArY 2.5 nin itthehnes eaten. tomes 
— non-budgetary 0.0.0... eee 


1985-86 1984-85 1983-84 1982-83 


Yah PPA Rah TOM beeen Ix 2.9 2.4 26 
CR Ee tal ee ee fo nil nil nil nil 
ROP et Slee serrate Fe nil nil nil nil 
ROP PE Wa een 0.5 0.7 0.4 0.6 
RR ha) II ER De 16.8 18.6 16.7 15.4 
jis CSCS ROOM Te nil nil nil nil 
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THE HONOURABLE JOHN WISE, P.C., M.P. 
MINISTER OF AGRICULTURE 

AND THE 
| CANADIAN LIVESTOCK FEED BOARD 


I have examined the balance sheet of the Canadian Livestock Feed 
| Board as at March 31, 1986 and the statements of operations, equity 

of Canada and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


| _ In my opinion, these financial statements present fairly the financial 

position of the Board as at March 31, 1986 and the results of its opera- 
| tions and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
_ a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Board that have 
come to my notice during my examination of the financial statements 
_ have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Livestock Feed 
_ Assistance Act and regulations and the by-laws of the Board. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada ~° 


| Ottawa, Canada 
June 4, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 


—SsSss———asooans@soseoao———SS_aaa 
| ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 


Current 


Current 
ZACCOUNLSITCCEIV AD IC peer mn nena eee eee 10,982 18,726 ACCOUNTS payable wee. ee kane eee ee 81,732 112,350 
Parliamentary appropriations receivable.................... 1,848,414 2,116,026 GContributionsipayablemas. ee 1,806,266 2,037,519 
| 1,859,396 2,134,752 1,887,998 2,149,869 
‘Amounts recoverable under the new inland elevator Provision for employee termination benefits .................. 108,100 101,809 


pen Te 611,207 811,426 1,996,098 2,251,678 


EQUITY OF CANADA 


Equityof, Canada. =-n..sen. on Cena ne eee eee 474,505 694,500 
2,470,603 2,946,178 2,470,603 2,946,178 


Approved by Management: 


PIERRE MORIN 
Director of Finance 


Approved by the Board: 


DENIS ETHIER 
Chairman 
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STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 
$ $ 
Contributions 
heedttneientassistanCesm ses ewer eee 15,430,226 16,547,673 
New inland elevator construction assistance 
(Notes) ee ee ea ret eee eee 13,000 86,262 
Local feed grain security assistance.................... 292,030 
15,443,226 16,925,965 
Administrative expenses 
Salaries and employee benefits ..........0......ce 903,842 895,467 
Rentals reeset ee ere eee 83,449 75,112 
SIT AVC US ste accor saree eines aes eras sence er eee ne 76,760 94,644 
Stationery and office supplies .............0. cee 57,750 54,936 
Melephone’:.. A0i.4 Shed owe stone ere eae 54,223 57,395 
Publication) ofirepontSe eee es eee eee 43,981 32,705 
BOS tA RC cere eee eee aes eects eat ora ecesesras hPa 43,942 38,804 
Professional and special services ...........0.0::00c 35,968 36,583 
Equipment and office furniture .........00..0..cc 14,234 36,077 
BleCtricity(.cccccee ete era tr eter aeons 9,848 8,152 
AGVISOLY COMMMItLCe 1 COSe eee meee ecnece cee eee 3,250 3,500 
Accounting and cheque issue services .................. 3,000 70,400 
Office renovations Re 6 meee cesses eet eee sess 11,000 
Miscellancousiecse ener eet secede cree 7,100 13,298 
1,337,347 1,428,073 
Costotioperations fomthe yeatemes sea ee 16,780,573 18,354,038 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1986 
1986 1985 
$ $ 
Balance at beginning of the year.............0.ceee 694,500 359,471 
Parliamentary appropriations .................::ceceeeeee 16,557,578 18,618,667 
Services provided without charge by a government 
Gepactinentarmmeee sen net eee eccrine 3,000 70,400 
17,255,078 19,048,538 
Costofoperationsiorptne yea laren. eee ee 16,780,573 18,354,038 
Balanceiatiendiofithenyeaneen ert eee 474,505 694,500 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 
$ $ 
Operating activities 
Cost of operations for the year .............. 16,780,573 18,354,038 
Items not affecting liquidity 
Provision for losses in respect of amounts 
recoverable under the new inland eleva- 
tor construction assistance program ......... (13,000) (86,262) 
Services provided without charge by a gov- 
ernment departments geen ee eee (3,000) (70,400) 
Increase in the provision for employee ter- 
mination benefits, 25-2) eee (6,291) (2,428) 
16,758,282 18,194,948 
Increase (decrease) in accounts receivable....... (7,744) 8,941 
Decrease (increase) in accounts payable .......... 30,618 (8,496) 
Decrease (increase) in contributions payable... 231,253 (159,574) 
17,012,409 18,035,819 
Financing activities 
Parliamentary appropriations...............00:000 (16,557,578) (18,618,667) 
Investing activities 
Amounts recovered under the new inland 
elevator construction assistance program ..... (187,219) (37,840) 
Parliamentary appropriations receivable 
Increase (decrease) for the year ..................00 (267,612) 620,688 
Balance at beginning of the year ..................... 2,116,026 1,495,338 
Balanceratiendiofithe yearn a ane eee: 1,848,414 2,116,026 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and objectives 


The Board, a Crown corporation named in Part I of Schedule C | 
to the Financial Administration Act, was established in 1967 


under the Livestock Feed Assistance Act with the objective of 


ensuring: 


— the availability of feed grain to meet the needs of livestock 
feeders; 


— the availability of adequate storage space in Eastern Canada 
for feed grain to meet the needs of livestock feeders; and 


— reasonable stability in, and fair equalization of, feed grain © 


prices in Eastern Canada, British Columbia, the Yukon Ter- 
ritory and the Northwest Territories. 


2. Significant accounting policies 
(a) Liquidity 


The financial operations of the Board are processed through 
the Consolidated Revenue Fund of Canada, thus the absence 
of bank accounts. For the purposes of the statement of 
changes in financial position, its liquidity consists of parlia- 
mentary appropriations receivable or payable. 


Contributions 


(b) 
Feed freight assistance is charged to operations in the year in 
which shipments are made. 


Local feed grain security assistance is charged to operations | 
in the year in which admissible costs are incurred by recipi- | 


ents. This program terminated on March 31, 1985. 


Write-offs or provisions for losses of amounts recoverable 
under the new inland elevator construction assistance pro- 
gram are charged to operations in the year in which collec- 
tion is considered doubtful. 
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CANADIAN LIVESTOCK FEED BOARD—Concluded 
NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 

(c) Capital expenditures 


Purchases of equipment, office furniture, vehicles and costs 
of office renovations are expensed in the year of acquisition. 


(d 


— 


Parliamentary appropriations 


Parliamentary appropriations are recorded in the Statement 
of Equity of Canada for the year to which they apply. 


(e 


— 


Services provided without charge 


An estimated amount for services provided without charge by 
a government department is included in expenses with an off- 
set to the equity of Canada. 


| (f) Employee termination benefits 


| On termination of employment, employees are entitled to cer- 
| tain benefits provided for under their collective agreements 
and their conditions of employment. The cost of these ben- 
efits is expensed in the year in which they are earned. 


(g) Pension plan 


All employees participate in the superannuation plan admin- 
istered by the Government of Canada. The employees and 
the Board contribute equally to the cost of the plan. This con- 
| tribution represents the total liability of the Board. Contribu- 
tions in respect of current service and of admissible past ser- 
vice are expensed when paid. The terms of payment of past 
service contributions are set by the applicable purchase con- 
| ditions, generally over the number of years of service remain- 
ing prior to retirement. 


3. Amounts recoverable under the new inland elevator construction 
assistance program 


Under the new inland elevator construction assistance program, 
the Board contributed towards certain construction cost. As at 
March 31, 1983, all contributions by the Board had been paid to 
| operators of the elevators. These operators are called upon to 
reimburse, without interest, part of the contributions received. 
Reimbursements are based on stored quantities from the fourth to 
the tenth year of operation of the new facility without exceeding 
40% of the contribution received. 

As at March 31, 1986, the Board estimates that the amounts 
that will be recovered, net of a provision for losses, total $61 1,207 
($811,426 as at March 31, 1985). Because of the basis for the cal- 
culation of reimbursements, it is not possible to determine the 
amounts that will be recovered during each applicable year. 


j 
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SUMMARY PAGE | 


CANADIAN NATIONAL RAILWAY COMPANY 


MANDATE 


To operate a national railway system and other transportation and related services, including water transportation, | 
trucking, telecommunications and hotels. | 


{ 


BACKGROUND 


The Corporation was created out of more than 200 companies, many of them insolvent; its creation avoided the | 
emergence of a monopoly in railway transport. Its role was to mold a number of railway companies into one strong 
and commercial-competitive system, serving the entire nation. It was recapitalized in 1937, in 1952 and again in| 
1978. Since 1976, with the exception of 1982, the Corporation has operated profitably. : 


CORPORATION DATA 
HEAD OFFICE 935 de la Gauchetiére Street West | 
Montreal, Quebec 
H3B2M9 
STATUS —Schedule C, Part II | 
—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
| 
DEPARTMENT Transport | 
DATE AND MEANS By the Canadian National Railway Act 1919 which was superseded | 
OF INCORPORATION by the 1955 Act of the same name (R.S.C. 1970, Chap. C-10). 
CHIEF EXECUTIVE J. Maurice LeClair 
OFFICER AND CHAIRMAN 
PRESIDENT AND CHIEF Ronald E. Lawless | 
OPERATING OFFICER 
AUDITOR Coopers and Lybrand, Touche Ross and Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 
1985** 1984 1983 1982 


At the end of the year 
PUCOLAIPASSCLS or oh nese cache tere amen ce rea ects ae 8,139 7,467 6,790 6,336 
Obligationsto the private sectOracs. eras oa reece S207 2,696 2,269 2,314 
Oblipationnto-Gandda yn. ..2.0 fate ere cee eaten eerste rete 266 274 283 290 
BQuityeol Canadair 6: cec,..l, tials anseh chaata koe runner eee 3,418 3,324 6 al wl ba 2,841 
Cash from Canada in the year 
STIPE Pa ecu oa, Re ae ORR err Tinie oR 2 9 7 175 173 7 
== NON=DUGRETALY fxs ivey tyctath lave arborea nt innaunente pe mee encanta nil 18 102 4 


*Does not include payments of a kind made to a general class of recipients. 


**1985 data and 1984 budgetary cash exclude CN Marine Inc. data which previously were consolidated within 
those of CNR. 
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CANADIAN NATIONAL RAILWAY SYSTEM 
AUDITORS’ REPORT 


TO THE MINISTER OF TRANSPORT 


We have examined the consolidated balance sheet of the Canadian 
National Railway System as at December 31, 1985 and 1984 and the 
consolidated statements of income, retained earnings and changes in 
financial position for each of the years in the three year period ended 
December 31, 1985. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circum- 
stances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the System as at December 31, 1985 and 1984 
and the results of its operations and the changes in its financial posi- 
tion for each of the years in the three year period ended December 31, 
1985 in accordance with generally accepted accounting principles 
applied, except for the change in the method of accounting for foreign 
exchange translation in the year ended December 31, 1984 as set out 
in Note 1(h) to the consolidated financial statements, on a consistent 
basis. 


Also, in our opinion, the transactions that have come to our notice in 
the course of our examination have been within the powers of the Sys- 
tem. 

Coopers & Lybrand 
Chartered Accountants 
(For the years ended December 31, 1985, 1984 and 1983) 


Touche Ross & Co. 

Chartered Accountants 

(For the year ended December 31, 1985) 
Montreal, Canada 
February 24, 1986 


CONSOLIDATED BALANCE SHEET DECEMBER 31 
(in thousands of dollars) 


ASSETS 1985 1984 
_ Current Assets 

PNCCOUTLS TECEIVADIC oe etter ee ete eee: 486,922 427,622 
MAtetialsand SUDplicsmec secure eer nrean ue ore eas: 406,184 390,362 
Othercurren assets. ........ tis hl hiactscscohseece-scvesteanes 234,849 201,901 
1,127,955 1,019,885 
Bastirance Pund...00...:40. Ma Pk he. VARs h BROT 9,176 5,612 
rrestments: 000 LON. Ores amane Kil matel et 380,011 362,121 
mropenties we enacted tanh. cleats & elbows neds: 6,193,468 5,770,982 
| Other Assets and Deferred Charges .........cccccsccssceesseseveen 428,171 308,011 
8,138,781 7,466,611 


See accompanying notes to consolidated financial statements. 
On behalf of the Board: 
J. MAURICE LECLAIR 


_ Director 


RONALD E. LAWLESS 


Director 


LIABILITIES 


Current Liabilities 

Bank loans and other 

indebtednessi2s.4.....; 
Accounts payable ........... 
ACCKIUCG Chal peste eee 
Current portion of long- 

termude bienmennecso ase 
Other current liabilities . 


Provision for Insurance...... 
Other Liabilities | and 
Deferred Credits............. 
EongelienmiDebtee <n 
Minority Interest in Sub- 
sidiary Companies.......... 


SHAREHOLDER’S 
EQUITY 


Capital stock of Canadian 
National Railway Com- 
pany; 6,523,902 
(1984—6,523,902) 
common shares of no 
par value authorized, 
issued and outstanding... 

Retained earnings............... 


2,606,425 
812,026 


1985 


152,719 
664,516 
289,719 


223,885 
ESSs732 


1,486,571 
9,176 


271,891 
2,948,347 


4,345 


3,418,451 
8,138,781 
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ee 


1984 


91,687 
645,725 
261,545 


119,773 
167,900 


1,286,630 
5,612 


273,071 
2,572,613 


4,345 


2,606,425 


717,915 3,324,340 


7,466,611 
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CONSOLIDATED STATEMENT OF INCOME 


YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1985 
Canadian Rail 
RGVENUCS Mee tee cc eee 3,753,190 
Expensesmerrrert ct ture mart teter. 3,647,658 
INCOME perenne 105,532 
TerraTransport 
IRGVENUES eee) RSet esr cre cr eee 25,919 
EXPENSES fesse nerterctssioss eeseens eros 65,827 
EOS ee i de ee ee eee (39,908) 
Grand Trunk Corporation 
IReventies te... 08 «ce: Seek ets ee $51,782 
EXpenseSiirn cae ees see, 538,200 
Income (loss). cece arene cere 13,582 
CN Route 
Revenuesiacscx tee ee ee 144,681 
EXpenses.:c.:) cnn ues aoe 187,271 
OSS ents. ca re re eo: (42,590) 
Other Divisions 
CN Communications 
ReVenties eterna tee cccceks 303,930 
EX pensesin.c eer ete eee 260,882 
Income: Bere ean ee sete cre 43,048 
CN Hotels 
Reventies) / vier nse 129,846 
EXPENSCSi 0 ee eee ee eee er: 133,289 
TS OSS eee re eee (3,443) 
CN Exploration 
ReVenUeS nics cette eer oan eeeic 56,730 
EXPeNnSeSii cere tee omen 26,123 
INCOME 7 eee eae 30,607 
CN Real Estate 
Revenues ea... ene en eer ee 29,582 
Expenses cece eer roe 14,885 
INCOME 353.25. ee a 14,697 
Dockyard and Other 
LOSS ice ee me eee (3,422) 
Total Other Divisions 
NNCOME 2 ee ee eee ere 81,487 
Total Continuing Operations................ 118,103 
CN Marine Inc. 
Inconleneee rn Graken eee 
Income before income taxes and 
exiraordinany item. eee erro 118,103 
IncomestakeSyer er een eee ees $7,823 
Income before extraordinary item ....... 60,280 
Reduction in income taxes on applica- 
tion of prior years’ losses .............00. SSP) 
INGtiinComel enter ee cee ee 117,639 


1984 


3,787,251 
3,568,384 


218,867 


33,365 
67,986 


(34,621) 


524,035 
512,347 


11,688 


163,427 
195,365 


(31,938) 


287,786 
255,398 


32,388 


102,186 
107,489 


(5,303) 


31,873 
15,973 


15,900 


30,544 
16,481 


14,063 
(588) 


56,460 
220,456 


21,888 


242,344 
117,123 


125,221 


116,730 
241,951 


See accompanying notes to consolidated financial statements. 


1983 


3,386,723 
3,164,910 


221,813 


28,095 
62,737 


(34,642) 


436,464 
449,335 


(12,871) 


169,656 
203,316 


(33,660) 


263,665 
229,503 


34,162 


103,340 
106,252 


(2,912) 


24,667 
14,369 


10,298 


22,701 
12,182 


10,519 
(270) 


51,797 
192,437 


19,803 


212,240 
99,290 


112,950 


99,383 
212,333 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1985 1984 1983 
Balance, beginning of year.................... 717,915 $24,354 354,487 
Net income for the year ................0.. 117,639 241,951 2125335 

835,554 766,305 566,820 
Dividend’). ee eee eee 23,528 48,390 42,466 
Balance:.end ofivyeatyeace 222-4 es 812,026 717,915 $24,354 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 

YEAR ENDED DECEMBER 31 

(in thousands of dollars) 


i 98S See 1284 en ee 
Cash (indebtedness), beginning of 
VEAL ee cin Cero ee Ne eer (91,687) 58,944 (114,005) 
Provided from (used for) operations 
Sources 
Net income for the year ................ 117,639 241,951 212,333 
Non-cash charges to income 
Depreciation este et: 282,319 260,950 254,006 
Other amortization..........0....0.00. 498 494 508 
Loss (income) of equity investees 
lessidividendSw-- ens 308 (16,207) 731 
Loss on disposal of investment... 737 
Changes in working capital items*.. (73,273) 11,017 183,282 
Net proceeds from disposal of assets 39,670 31,874 41,728 
Proceeds from sale of investment ..... 1,571 
Otherness ene ree (12,884) (26,687) 53,707 
356,585 503,392 746,295 
Uses 
Additions to properties .........0....005 744,475 713,149 714,413 
Investments pret ote ce cre er 23,010 19,569 1,623 
Unamortized exchange on foreign 
debts ch ities eh atone 106,536 209,737 
Working capital of previously con- 
solidated subsidiary ...............0. 15,855 
Dividendit, sere cn yee eee 23,528 48,390 42,466 
897,549 1,006,700 758,502 
Net used for operations................... (540,964) (503,308) (12,207) 
Provided from (used in) financing 
activities 
Issuance of long-term debt................ 597,060 132,140 124,207 
Currency exchange adjustment........ 119,348 275,164 
Reduction of long-term debt............. (236,476) (72,827) (40,851) 
Issuance of capital stock ................... 18,200 101,800 
Net provided from financing activi- 
HLeSiey Sete he Lee enero, 479,932 352,677 185,156 
Net increase (decrease) in cash during 
the Wears, tesco n. (61,032) (150,631) 172,949 
Cash (indebtedness), end of year ... (152,719) (91,687) 58,944 


*Excluding cash, current bank loans and other indebtedness, and current portion 
of long-term debt. 
See accompanying notes to consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Note 1: Summary of Significant Accounting Policies 


Introduction 


All references in these Notes to the “Company” refer to Canadian 
National Railway Company which is wholly-owned by the Govern- 
ment of Canada and, unless the context otherwise requires, its con- 
solidated subsidiaries, and all references to the “System” mean 
Canadian National Railway Company and its consolidated subsidiar- 
ies together with the lines of railway, marine, telecommunications and 
other property entrusted by the Government of Canada to the Com- 
pany for management and operation. 


(a) Principles of Consolidation 


The consolidated financial statements include the accounts of all 
subsidiaries except CN Marine Inc. and also include the Com- 
pany’s share of the assets, liabilities, revenues and expenses of 
CNCP Telecommunications which is accounted for by the propor- 
tionate consolidation method; CN’s share in the activities of 
CNCP Telecommunications represents slightly less than 60 per 
| cent of the activities of CN Communications. Also, consistent 
: with the legislation governing the System, the accounts of the 
Canadian Government Railways entrusted to the Company by the 
Government of Canada are included in the consolidated financial 
. statements. Since, under Orders in Council issued in December 
1984, control of CN Marine Inc. passed to the Government of 
Canada on January 1, 1985 and as it is intended that ownership 
thereof be transferred from CN to the Government, that com- 
pany’s accounts were deconsolidated effective January 1, 1984 
and CN’s investment in it was accounted for by the equity method 
for the year ended December 31, 1984 and by the cost method 
since that date. 

Investments in companies in which the Company has less than a 
majority interest are accounted for by the equity method, where 
appropriate. 


(b) Reporting by Division 


In presenting the results by division, charges for services per- 
formed by one division for another, which are made generally at 
market value, have not been eliminated. Consolidated net income 
is not affected by this practice. 


The inventory is valued at laid down cost based on weighted aver- 
age cost for ties and rails, latest invoice price for fuel and new 
materials in stores, and at estimated utility or sales value for 
usable second hand, obsolete and scrap materials. 


(c) Material and Supplies 
| 
1 


_(d) Properties 


; Properties are carried at cost, which, in the case of properties 
| brought into the system on January 1, 1923, is the aggregate of 
the values then appearing in the books of the railways now com- 
1 prised in the System, less a write-down of $262.8 million at the 
| time of capital revision in 1937. 

Accounting for railway and telecommunications properties is car- 
{ ried out in accordance with rules issued by the Canadian Trans- 
port Commission and the Canadian Radio-television and Tele- 
| communications Commission respectively (Canadian properties), 
\ and the Interstate Commerce Commission (United States proper- 
i ties). Generally, major additions and replacements are capitalized 
and interest costs are charged to expense. 
The cost of depreciable railway and telecommunications assets 
retired or disposed of, less salvage, is charged to accumulated 
| depreciation, in accordance with the group plan of depreciation. 
Other depreciable assets retired or disposed of are accounted for 
in accordance with the unit plan whereby gains or losses are taken 

into income as they occur. 
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The Company follows the successful efforts method of accounting 
for its oil and gas operations whereby the acquisition costs of oil 
and gas properties, the costs of successful exploratory wells and 
the costs of drilling and equipping development wells are capital- 
ized. 


(e) Depreciation 


Depreciation is calculated at rates sufficient to write off proper- 
ties over their estimated useful lives, generally on a straight-line 
basis. For railway and telecommunications properties, rates are 
authorized by the Canadian Transport Commission, the Canadian 
Radio-television and Telecommunications Commission and the 
Interstate Commerce Commission. The rates for significant 
classes of assets are as follows: 


Annual Rate 
IOS 3 2. co eee ee: OE ee De ete 2.89% 
Rails). 3:2 .:d eet iA eet ot en eee i el 1.87% 
Othertrackimaterialeeeee eee ee ee 1.90% 
Ballast jcisicB Meee he Mipprermer i 5 ara Rte Mie ent oe | 2.76% 
Road dlocomotives sete: on ee eee 5.23% 
ereishtCars.....1teeeereee eee ncn Sie he el oe 1.73%-3.18% 
Commercial communication systems ..............c:cccccccececsseseeeens 6.44% 


Hotel properties are depreciated at annual rates of 2% to 10%. 


Acquisition costs of oil and gas properties are amortized on a 
straight-line basis over the term of the lease until such time as 
they are determined to be productive or judged to be impaired. 
Acquisition costs of productive properties and costs of successful 
exploratory drilling and of drilling and equipping development 
wells are charged against income on the unit-of-production 
method based upon proven reserves of oil and gas. Exploratory 
dry hole and acquisition costs judged to be impaired are charged 
against income in the current period. Other exploratory expendi- 
tures are charged against income as incurred. 


(f) Transportation Revenues 


(g) 


(h) 


Transportation revenues are generally recognized on completion 
of movements, with interline movements being treated as com- 
plete when the shipment is turned over to the connecting carrier. 
Costs associated with uncompleted movements are generally 
deferred. 


Pensions 


Current service costs are charged to operations as they accrue. 
Past service costs are charged to operations in annual amounts 
covering principal and interest over varying periods. 

The funding payments are determined in accordance with the 
accrued benefit actuarial cost method. 


Foreign Exchange 


Effective January 1, 1984, the Company adopted prospectively 
the Canadian Institute of Chartered Accountants’ recommenda- 
tions for foreign currency translation. The financial statements 
and information related to periods prior to 1984 have not been 
restated for this change in accounting principle. 

The Company’s foreign operations are classified as integrated and 
are translated and accounted for on the following bases. Current 
assets (excluding material and supplies), current liabilities and 
long-term debt are translated at the rates in effect at the balance 
sheet date, whereas other assets and liabilities are translated at 
historical rates. Revenues and expenses are translated at average 
rates during the year except for depreciation which is translated 
at exchange rates prevailing when the related properties were 
acquired. 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


(i) 


Note 3: Properties 


The Company’s own foreign denominated assets and liabilities are 
accorded similar treatment. Revenues and expenses are translated 
at rates prevailing at the time of the transactions except for reve- 
nues designated as a hedge against repayment of foreign denomi- 
nated long-term debt which are translated at the hedge rates. 
Currency gains and losses are reflected in net income for the year, 
except for unrealized foreign currency gains and losses on long- 
term debt. In conjunction with its adoption, effective January 1, 
1984, of the Canadian Institute of Chartered Accountants’ recom- 
mendations for foreign currency translation, the Company has 
designated future U.S. dollar revenue streams as a hedge against 
the repayment of long-term debt denominated in U.S. dollars, and 
has thus deferred reflecting the related unrealized foreign cur- 
rency translation gains and losses in net income until the earlier of 
the debt repayment or the expiry of the hedge. 


Leases 


Leases which satisfy the criteria for capital leases and which have 
been entered into after 1981 have been capitalized. Other leases 
have been recorded as operating leases. 


Cost 


Note 2: Investments 


Percentage December 31 
of Voting 
Interest 1985 1984 
(in thousands 
of dollars) 
Entities accounted for by equity method .. 
Chicago and Western Indiana Railroad 
Company enn cee ee ene 20% 5,735 5,916 
CNCP Niagara-Detroit Partnership ...... 50% 23,741 
CN’Marine newer nee ee 100% 324,682 
The Toronto Terminals Railway Com- 
PE Was ee Bh ca orice erica iain AR Ue 50% 10,682 10,682 
LOH Col lorena es, potter Mutat eee 10,793 15,894 
50,951 357,174 
Subsidiary company accounted for by cost 
method 
CINE Marine: [nets seas reteeer cree ae 100% 324,136 
Other companies and investments, at cost 
less provisions for impairment where 
applicable 
Otherngo38. See Se. Oh ee 4,924 4,947 
Total At ae ee eee 380,011 362,121 


*Effective January 1, 1985 the Company commenced accounting for this invest- 
ment on the cost basis in accordance with the Government’s assumption of 
direct control over its operations. The slight reduction in the carrying value 
was due to a dividend relating to fourth quarter 1984 activities having been 
received subsequent to December 31, 1984. Legislation required for the final 


divestiture of this investment has been tabled in Parliament. 


December 31 
1985 
Accumu- 
lated 
Deprecia- 
tion Net Cost 
(in thousands of dollars) 


1984 


Accumu- 


lated 


Deprecia- 


tion 


Net 


Canadian) Raile serene. na ee Se. oa Sedat, Rennes 
Mernaliranspontie seers cecc cectecnes odesace couch ode trent erences a ee 
Grandulirunks Corporation ee. c25 saceranescesecae-s-ccesiasee ace eee cence ies 
COIN OU te etter oie ete ete see a creeps Pes etre eet daca ee eee ee 
Other Divisions 
CNT Communications ee octet ert tee eerste See ee 
GENtHotelssie, Be Se eee. ee Ae, eee ere eee 
CN Exploration................ AY ee ANOS De CEA 
CNiRGaliEstatepceee..0o- PRNUIL At. 95H RR Ee ee, ee 
Dockyard and Other’ ........::--. baer deeds aan ee Reetk ees 


Amounts included above with respect to Canadian Government Railways 
entrusted to the Company by the Government of Canada .........00...0... 


7,755,679 2,766,643 4,989,036 7,284,859 2,687,086 4,597,773 


95,484 52,430 43,054 100,118 54,646 45,472 | 
561,570 153,718 407,852 553,658 150,214 403,444 | 
95,284 DosZo 40,027 105,630 56,472 49,158 
708,538 288,916 419,622 709,762 281,943 427,819 | 
217,059 72,351 144,708 199,035 68,549 130,486 
74,947 12201 62,736 41,731 5,264 36,467 | 
72,750 18,221 54,529 66,261 17,812 48,449 
34,572 2,668 31,904 33,529 1,615 31,914 
9,615,883 3,422,415 6,193,468 9,094,583 3,323,601 5,770,982 


llllllleeeaae_e_e_oeeeeeeaeeeeeeeeeeeeeeeeee ee eee 


1,037,108 556,142 480,966 982,132 540,085 442,047 


—_oO0o0m>rm=—’-*maemVuoconlewu50$0] 03 aVwW—r—SS.°.ae—0>0707070oeD7Feoe—D.L —qq5606.6. OO] 


At December 31, 1985 the gross value of assets under capital leases included above was $108.4 million (1984—$51.3 million) and related accumulated amortization 


thereon amounted to $5.5 million (1984—$4.0 million). 


} 


} 
i 


b 


Other 
| Amounts owing under equipment purchase agreements (e) 
menass DOTTOWINGS (0) a0 cco Siu REE PL AO REC, ae IO 
Bermsicatod 10a (2)05 acta, Bales emahi na tle: Se hee eilegaMl -....) | BD. POAT 
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Note 4: Long-Term Debt 


onds, Debentures and Notes 
Canadian National 5%%, 25 Year Bonds (a, b) 


Canadian National 8%%, 10 Year Bonds 


Canadian National 8%%, 10 Year Bonds (b) 
Canadian National 5%, 27 Year Bonds (a, b) 
Canadian National 145%, 10 Year Notes 


Canadian National 1134%, 8 Year Notes 


Canadian National 53%, 15 Year Swiss Franc Bonds (c) 
Canadian National 9%%, 20 Year Sinking Fund Debentures 
Canadian National 8%%, 25 Year Sinking Fund Debentures 


Canadian National 9.70%, 25 Year Sinking Fund Debentures ......................... 


Canadian National 13%, 20 Year Sinking Fund Debentures 


Canadian National 124%, 20 Year Sinking Fund Debentures ......................... 


Canadian National 14%, 25 Year Sinking Fund Debentures 
Canadian National 15%, 25 Year Sinking Fund Debentures 


Canadian National 164%, 25 Year Sinking Fund Debentures......................... 
Canadian National 14%%, 30 Year Sinking Fund Debentures ........................ 


Canadian National 12%, 30 Year Sinking Fund Debentures 
Buffalo and Lake Huron 52%, Ist Mortgage Bonds 
Buffalo and Lake Huron 5%2%, 2nd Mortgage Bonds 


Total Bonds, Debentures and Notes ...............0000.... 
‘Government of Canada Loan and Adv 


ances (d) 


CANADIAN NATIONAL RAILWAY SYSTEM—Continued 
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| Other 


11.17% by means of a public bond issue in Switzerland and a cur- 
rency swap. 


4) $204.7 million of the Government of Canada loan bears interest at 


8%% per annum and is payable in equal semi-annual payments of 
$13.63 million covering principal and interest to June 30, 1998. 
The balance is to be repaid in 1986 and has been included in the 
current portion of long-term debt. The weighted average interest 
rate on the $204.7 million loan and the advances outstanding at 
December 31, 1985 and 1984, was approximately 8.2% per 
annum. 


149 
Currency in December 31 
Maturity which payable 1985 1984 
(in thousands of dollars) 
Jan. 1, 1985 Canadian 63,211 
Nov. 15, 1986 United States 83,232 83,232 
Mar. 1, 1987 Canadian 46,007 46,157 
Oct. 1, 1987 Canadian 95,475 97,433 
Dec. 1, 1991 United States 117,817 117,817 
June 11, 1993 Canadian 100,000 
Apr. 15, 1995 Canadian 100,000 
Aug. 22, 2000 Canadian 98,617 
Mar. 15, 1998 United States 115,729 124,631 
July 1, 2002 United States 90,045 95,342 
July 15, 2004 United States 174,940 174,940 
Nov. 15, 2004 Canadian 100,000 100,000 
May 1, 2005 Canadian 125,000 
Jan. 15, 2006 United States 178,783 178,783 
June 1, 2006 United States 181,238 181,238 
Mar. 1, 2007 United States 183,053 183,053 
Sept. 1, 2012 United States 247,984 247,984 
Mar. 15, 2013 United States 122,548 122,548 
Perpetual Sterling 795 795 
Perpetual Sterling 1,228 1,228 
2,162,491 1,818,392 
Canadian 251,565 260,331 
Canadian 14,004 14,075 
265,569 274,406 
United States 187,613 160,993 
Swiss Francs 64,684 129,158 
Canadian 42,610 
Various 99,405 42,509 
Canadian 1,116 1,423 
Canadian 8,065 8,243 
ee 356,277 271,660 
ce ee 759,770 613,986 
3,187,830 2,706,784 
ah te SOM oe 223,885 119,773 
cca ce eee 15,598 14,398 
239,483 134,171 


2,948,347 2,572,613 


Se 
——————— 


(e) Secured by rolling stock and payable by semi-annual or quarterly 


instalments over various periods to 1995 at interest rates ranging 
from 8% to 17%%. As at December 31, 1985, the principal 
amounts are payable as U.S. $167.6 million (December 31, 
1984—U.S. $153.0 million). 


(f) A private placement of 100 million Swiss Francs bearing interest 


at 5%, repayable on March 16, 1988, which is subject to earlier 
repayment at the Company’s option. 


(g) The Company borrowed $42.6 million at an all-inclusive cost of 


11.535% by means of a yen syndicated loan and currency swap. 


(h) Interest rates for these leases range from approximately 10%% to 


154% with expiry dates occurring during the years 1986 through 
2004. The imputed interest on these leases amounts to $74.4 mil- 
lion (1984—$44.4 million). 
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(i) 


G) 


(k) 


Repayable by semi-annual instalments of $218,503, including 
principal and interest, to August 1, 1988. 


Payment of non-cumulative annual interest at 16.55% and repay- 
ment of principal during the term and at maturity of the deben- 
ture in 2008 is conditional on the annual financial results of one of 
the Company’s operations. 


Principal repayments, including sinking fund repayments and 
repurchase arrangements, on debt outstanding at December 31, 
1985, are as follows: 
Year ending 
December 31 
(in thousands 


of dollars) 
WO S Gps tes seed eee NEE PE apa coel catches Rone RR ee ee Ee 223,885 
VOR iseeke et aa sa Eo) Bl Ia eRe A eee ce 208,422 
POSS ee ee BOE ere ee SASS AN ACT Ny Eee ere tae 164,694 
T9SO wer, ee et oe). NL OE Ae amet veeee 76,707 
1990 rea. hs Mb eB 8 LOSS, 57 8c etre A. 79,165 
T9O9TS1995 vn oe ORR OR Rare cl. 2 eee ee 975,175 
1996 = 2000s cieecc verso RR ne tics cau ccts atin Oe ee 687,980 
DOOLEZOOS sa ceceraece ass RRR Boece ces hase eae ae 529,260 
DOG =2 ONO: Raerod eRe Sos he soccer Soc eee eee a ae eee 139,131 
DOT = 20 VS teen eee AMO cadena oan, cate eevacs ease rere see 67,118 


Note 5: Shareholder’s Equity 


Retained Earnings 
Under its governing legislation, the Company is required to pay to 


the 


Receiver General for Canada a dividend equal to 20% of net 


income for the year or such greater percentage as the Governor in 
Council may direct. Accordingly, a dividend representing 20% of the 
net income for the year has been accrued and is included in Other cur- 
rent liabilities. 


Note 6: Major Commitments 
(a) Leases 


(i) The Company’s commitments as at December 31, 1985, under 
leases, excluding those which have been capitalized and for which 
the lease obligations are recorded as long-term debt (see Note 4), 
are as follows: 


Non-Cancellable Leases 


Operat- 
Capital _—_ ing 
Leases Leases 


Year ending 
December 31 


(in thousands 


of dollars) 

EOL Shsecenes aaesehat a eee eee eee eRe coaeine ono Meeker 46,956 67,520 
US iA Acai ab Sean cole aR nee teers eee eed AG RAE 45,112 64,171 
LT alae hii geese toll Sa pre nen Se Nae te 41,918 58,420 
9S 9 ee ee eet a ON a RN ce eae Pe 3357151 D231 
1990) Fier ea to Bare de arti cei 8 vite Dm Ne 14,009 31,914 
JST TTL ante sen oh es ae wlan ea celta 16,093 117,141 
TOO GS2 000 erence ee eee 3,942 38,038 
theréafter;>...022iht fe Ea a ae 1,326 5,874 
Total minimum lease payments ...........0...0:ccceeeeees 203,107 435,396 
Less amount representing imputed interest.................. 45,228 
Present value of net minimum lease payments under 

Capitalileases iy. ere tac.tea rete ke EE nce 157,879 


A significant portion of the leases is in respect of railway rolling 
stock and many of them provide renewal options and an option to 
purchase the property at fair market value at the end of the lease 
term. 


(ii) Rental expenses under all lease arrangements were: 
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Year ended December 31 | 
1985 1984 1983 | 
(in thousands of dollars) 


Totaliexpenses «seer eee eee 187,949 197,041 169,328 | 
Expenses under capital leases not 
included in long-term debt ................. 50,863 49,380 46,899 


financial statements, which would have arisen if leases entere 
into prior to 1982 and which satisfied the criteria for capita 
leases had been capitalized, are as follows: 


(iii) Increases in income, assets and liabilities in the so ener 
C 


Year ended December 31 


1985 1984 1983 | 

(in thousands of dollars) . 

Net increase in income...................0000 10,776 3,036 2,272) 
Increase in Assets 
Properties 
Leased properties under capital | 
leaseswruitessoth boeh. ots 293,865 293,825 295,782, 

Less accumulated amortization ...... 2N2NOSS 9S 12 ell 259528 
81,757 100,653 122,823) 


Other assets and deferred charges | 
Unamortized deferred exchange 


OSSpece a eh eect na pam ener 17,689 235325 | 
99,446 123,976 122,823) 
| 
Increase in Current Liabilities 
Present value of obligations under 
CapitalileaSeSee i tase ee eee 33,387 33,954 
Increase in Non-Current Liabilities 
Present value of obligations under 
Capitalileasesesm eee recess 127,180 154,832 
Adjustment to current exchange rate 
(seedNoterli(h)) ences 30,699 31,097 
157,879 185,929 186,288. 
Less\current portionen eee 33,387 33,954 28,500) 
124,492 151,975 __ 157,788) 


i 
} 
| 
| 
\ 
t 


(b) Other 


The Company has commitments at December 31, 1985, for cap! 
tal expenditures of $38.5 million for railway ties and $38.6 millio’ 
for rolling stock. 


Note 7: Subsidies 


Revenues include the following subsidies: 


Year ended December 31 
1985 1984 1983 
(in thousands of dollars) 


Government of Canada 
(a) Payments under the Railway Act paid 


under authority of that Act and the i 
related Appropriation Act in respect of | 
certain uneconomic operations, services 
and prescribed rates which railways are 
required by the Railway Act to main- | 
| 
| 
\ 


tine a2 eee oes eee ee ee 37,151 48,762 205,468 

(b) Interim payments to partially offset 

revenue shortfalls associated with the 

cost of carrying grain at uneconomic 
Statutorysrates ner. ce eee ne sete 8,660 228,452) 

(c) Maritime Freight Rates Act and Atlan- 
tic Region Freight Assistance Act sub- | 
SIGiCS She ne ey ee 20,460 20,727 17,361) 
(G)RSundry ce cee ate Se ree ee 6,074 2,433 6,154) 
Othe rr oe eee cracs es Coon heryessv eae 167 168 168 
63,852 80,750 457,603) 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


Note 8: Pensions 


The Company has retirement benefit plans covering substantially all 
its employees under which they are entitled to benefits at retirement 
_ age generally based on compensation and length of service and/or con- 
tributions. Annual pension costs were as follows: 


Year ended December 31 


1985 1984 1983 
(in thousands of dollars) 
139,956 167,156 138,252 


_ In 1985, the Company reviewed the causes of the past excess of 
| charges to operations over funding requirements and revised the 
amortization schedule to reflect an improved systematic pattern for 
recognizing past service costs. This revision resulted in a deferral of 
pension costs to future years, with the deferral in respect of 1985 being 
$21 million. Also, the effect of the most recent actuarial valuations 
| reduced 1985 pension costs by $58.6 million (1984—$46.4 million, 
_ 1983—$47.1 million). 


The total amount of past service costs remaining to be charged to 
operations at December 31, 1985, 1984 and 1983 based on the latest 
) actuarial valuation at the time and adjusted for subsequent changes, 
| aggregate: 


At December 31 


1985 1984 1983 
(in thousands of dollars) 
| sanadian plansiant st tee eee fe 1,528,639 1,480,297 1,415,981 
SEEDS SIAN Serco ee A ea te eer 13,281 13,347 13,682 


1,541,920 1,493,644 1,429,663 


The past service costs relating to the Canadian plans at December 
| 31, 1985 will be charged to operations in annual amounts, including 
| principal and interest, as follows: 


Annual Cost 
(in thousands 


of dollars) 

BN SOM bo criex nes. he Ry BORE co, bosch RHEE: SO Biers ccs res IR cose 128,761 
ODOT Sede ER 68 otk RRA eaIeR 9 © See Re RRRRSERERD oy aE a a 128,924 
| OT 5 SRA RN a5. Rack, SERRE ERCPORE Ao POOR th cana See eee 127,365 
TERS Oe eee kk REIN Bearer Mees cicee GBM asseeueeeee 127,666 
DDE areas Ae ate aa CaP the de tae a Pete te teal gt rae ADR nd Rae 128,681 
P| Peace Cee MRE ck crc oe TN MIN oe Ss en ROE ARE 134,913 
DOA AR Rees ee, 5 Bie Pee niet PGP” 2 a SORA SRE PRT 05 A. Rene Ba a 141,438 
BDO Ber a ce MM Ps Ue ARMM ns SE ee RR, cone 124,271 
DOL Re re ia na: MRI ae Dh. , PUR PE Nee nate 4 RRR 126,703 
1 DOS) a's SBP ORE GR © 5-0 REO PRC ERT I TS: Ih RARDIN, 2, Ot, eR 133,342 
OME ee cls ae ds Nc ee te RR chk See, 134,600 
OER no he arya eo ce ee 133,783 
BD eres oem eres tav ncn eterna inereey acme morc stung ese 132,580 
I ere eee eh BN eR pra ERS mea oe ee A 135,806 
NOCD Sop ela RRR ee RO mPa 2 ACN re Se ea nO ee eee 146,774 
NDT coaaceti doer sree nceeec eee coat a emabrocaysn: Giaoeda euaanoahsene leteere aurea eee anos 154,847 
EDDA a ete as eter Aca a ee PDR CRED Bf Shao Ae reece 163,364 
REN) See eR ee NS ct EN SO Sri Mer AO 172,349 
BEY A rae cee Scene eee Lic, Sec yee ae ee rie te rete ener ce 181,828 
DS ee eS em er We ROR OSSD oh eR ee Oo ESO SO 191,828 
_ LIP Bios Renn Rane SOPRA SERN AR DUPE ee RSs ne Le ars eR Rent eee 202,379 


__ The major portion of the past service costs relating to the U.S. plans 
‘at December 31, 1985 will generally be amortized at an annual rate of 
$1.7 million including principal and interest to 1993 inclusive. 


For the year 1985 funding exceeded the charge to operations by 
‘$88.5 million whereas in 1984 and 1983, charges to operations 
exceeded funding by $36.6 million and $25.4 million respectively. The 


SU 2 ee oe Ee. 


cumulative excess of charges to operations over funding requirements 
amounts to $29.7 million (1984—$118.2 million) and is included in 
Other Liabilities and Deferred Credits. 


Note 9: System Interest Expense 


Year ended December 31 
1985 1984 1983 
(in thousands of dollars) 


Interest 
Total interest on long-term debt................. 333,574 281,097 274,180 
Amortization of foreign exchange on 
long=tenmidebttarse = eee eee 65,427 
Interest on short-term borrowings.............. 5,381 15,907 7,950 
Interest on investments.............0.0.:cccce (2,713) (13,320) (13,687) 
otallinteresti(net) mens eee eee 336,242 349,111 268,443 


* Pursuant to the hedging of foreign currency long-term debt (Note 1(h)), the 
reduction of the deferred foreign exchange loss, which in 1985 amounted to 
$12.8 million, has been shown as a reduction of Canadian Rail revenues. 


Note 10: Income Taxes 


(a) The Company has timing differences of approximately $310 mil- 
lion which are available to reduce taxable income of future years. 
Of that amount, about $62 million is due to the excess of the 
undepreciated capital cost for income tax purposes over the net 
book value of depreciable assets. 


(b) Investment tax credits are also available to reduce future income 
taxes otherwise payable until the related year of expiry: 


(in millions 


Year of Expiry of dollars) 
IMA Sata ees eae cere esse aaa ocsah SRO Acar gh Oe RSENS RC ACCES 35.0 
Ne tease ate ccap tn scasec a actasobeanabechatecaeetansssesstcnbehaganMelborese 32.0 
1988. 5.eedetie See ema trree tt erie. tetaccrs Sain cccneg 4.2 
199 Oe eee cea ee ne eee ere ete ate 258) 
TSF ner eens set reece ecceciscusconsconn deena anenocacice EMOURLeELEpSIOe ESN 33.6 
INES A tae es eee a clo nae dS d eben OME ROSES UGE OOO NOI 26.0 


The Company is eligible for a refund of 20% of the current year’s 
investment tax credits in respect of qualified expenditures and has 
recognized the resulting benefit as a reduction of such expendi- 
tures. 


(c 


—S 


The Company’s provision for income taxes is made up as follows: 
Year ended December 31 
1985 1984 1983 
(in thousands of dollars) 
Provision for income taxes based on 


combined basic Canadian federal 
and provincial tax rate of 48.9% 


(1984—48.0%, 1983—48.6%)........... SMS 116,325 103,149 
Increase (decrease) in taxes resulting 
from 
Non-allowable scientific research 
expenditures, net of proceeds from 
sale of related tax credits................ 5,469 
Refundable investment tax credits .... (4,224) (3,062) 
Profitionisale‘otlander eee eee (2,437) (4,076) (2,221) 


Ot ere ea Serene tian cpte us eopsves 2,508 3,629 1,424 


Actual provision for income taxes 
resulting in an effective tax rate of 


49.0% (1984—48.3%, 1983—46.9%) 57,823 WS 99,290 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 
Note 11: Segmented Information 


(a) Geographic Areas 


Virtually all of the System’s operations and assets are within 
Canada with the exception of Grand Trunk Corporation which 
operates in the United States. 


(b) International Traffic 


In addition to the revenue generated by Grand Trunk Corpora- 
tion, the System derives revenue from traffic originating or ter- 
minating on railroads in the United States. In 1985, such revenues 
approximated $628 million (1984—$662 million, 1983—$581 
million). 


(c) Identifiable Assets by Division 


December 31 


1985 1984 1983 
(in thousands of dollars) 

Canadian \Raileeucee eens 6,496,422 5,887,685 4,996,742 
lenrailranspottee ss gee rear 56,906 60,326 57,901 
Grand Trunk Corporation.................05 633,296 605,774 591,851 
GN Route ee ee 76,493 92,513 90,564 
Other Divisions 

G@NiCommiunications 20 ii2.ce-<c22-2 498,873 502,858 471,750 

ENtHotelses 3.6... oi eee. 179,954 163,682 138,783 

CNIExplorationee cea ee 73,401 42,522 SWE 

GNiReallEstates4.. Se atie te es = 81,982 69,140 57,720 

Dockyard and Other ............:ece 41,454 42,111 44,160 
GNiMarinesInCrye ee te ecccans 309,183 
Total assets per Consolidated Balance 

Stee tke cee ee eee ths 8,138,781 7,466,611 6,789,765 


(d) Capital Expenditures and Depreciation by Division 


Year ended December 31 
Capital Expenditures** 


1985 1984 1983 1985 
(in thousands of dollars) 
Gan ad iaany Rall lee, ere esp aver eaten <o-a eenere acer oes 594,303 597,270 508,690 196,297 
Mernaiitans POnte ee teen cece secre creme nero ea tee ana 3,037 2,912 1,202 5,443 
Grand Trunki Corporation .ciict..ce-.scsktentcenet nat hetero cecene scan 20,903 18,231 11,264 13,593 
ONS Otit ee er ee eects foes eres ee eae een Nene ea aes 925 8,223 8,164 5,490 
Other Divisions 
GN GommuniCatlonsreneiccse ce arte te een ee teen 64,658 54,061 45,631 46,192 
GNF Hotels ier sooo ere cas atau een Eta tenes eee 20,562 14,728 5,074 6,219 
GNIExplorationess: sitet ena centaee aeee ecee 33,283 16,987 15,216 6,994 
GNI Realist tes once tcc fea ee ote ae 5,687 231 10,747 1,026 
Dockyandcand Other: wee see steer ne eee ee De Mile 506 8,736 1,065 
GN Marines neat secure n ee orcas cote soars ee eee eager aces ee 99,689 
744,475 713,149 714,413 282,319 


*See Note | (a). 
**Represents additions to property, plant and equipment. 


Depreciation 
1984 


184,416 
55237 
P42 
5,741 


42,323 


260,950 


1983 


167,556 
4,044 
13,366 
7,524 


40,679 
5,748 


11,602 


254,006 — 
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_ CANADIAN NATIONAL RAILWAY SYSTEM—Concluded 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Concluded 


| Note 12: Other Matters 


(a) The Company carries on ordinary business transactions with vari- 

ous entities controlled by the Government of Canada on the same 
terms and conditions as current transactions with unrelated par- 
ties. 
In addition, the Company provides, under contractual arrange- 
ments, rail transportation and maintenance services to the Gov- 
ernment of Canada and to entities controlled by the latter. The 
revenue derived from such services rendered in 1985 aggregated 
$320.0 million (1984—$351.8 million, 1983—$444.8 million). 


| (b) Commencing in 1977, the Government of Canada has agreed to 
pay to the Company, by way of capital grants not exceeding 
$557.9 million, certain amounts with respect to expenditures 
incurred in carrying out rehabilitation programs for branch lines 
in Western Canada. Total payments received up to December 31, 
1985, amounted to $396.9 million of which $43.7 million was 
received in 1985 (1984—$64.8 million). 


(c) As part of a program commenced in 1981 for the testing and 
evaluation of railway operations in Newfoundland, the Govern- 
ment of Canada reimbursed CN for certain wage and wage- 

related costs. Total billings under this program amounted to $7.6 

million in 1985 (1984—$4.1 million). 


Note 13: Reclassification of Comparative Figures 


_ During 1985, changes were made to improve the classification of 
| certain items and for comparative purposes the 1984 and 1983 figures 
| have been reclassified. The major change was the combining under 
| “Canadian Rail” of the former CN Rail Division with the Corporate 
| group, whose results, together with the interest not allocated to divi- 
_ sions, had previously been designated as “Miscellaneous” in the Con- 
| solidated Statement of Income. Coincidentally, a more complete 
| assignment of interest and other miscellaneous costs to the divisions 
| was made. 
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SUMMARY PAGE 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LTD.. 


MANDATE 


To collect monies due to it from the sale of eight steamships to Cuban interests. | 


BACKGROUND | 


The corporation, which provided a steamship service to the West Indies, has been inactive since 1958 when its fleet of 
ships was sold to Banco Cubana of Havana. In 1959, the corporate management was transferred to federal 
government officials for the purpose of collecting the proceeds from the sale. An irrevocable letter of credit issued 
through the Bank of America to cover the final principal payment was not honoured because of the imposition of the | 
Cuban Assets Control Regulations by the U.S. government on July 3, 1963. The sole purpose of maintaining the | 
company has been to collect the outstanding principal plus interest, totalling $1.1 million as of December 31, 1985. 
Authority to dissolve the corporation was given in the Crown Corporations Dissolution Authorization Act, which 
received Royal Assent on October 29, 1985. The corporation will not be dissolved until the Bank of America provides | 
assurances that payment would be made to Her Majesty in right of Canada. 


CORPORATION DATA 
HEAD OFFICE Tower C 
Place de Ville 
Ottawa, Ontario 
K1A ON5 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS OF Created by CNR in 1927 under the Dominion Companies Act and 
INCORPORATION continued (November 21, 1978) under the Canada Business 
Corporations Act. 
CHIEF EXECUTIVE N. Van Duyvendyk 
OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 1983 1982) 
At the end of the year 
SOLA IWA SSCES Acie ee ieee pe eeu rn ah asa tty penne On Ga ee ect ce e fol 1.0 0.9 0.8 
Obligations; to the private Sector ts-.-asceeat ee nil nil nil nil 
Obligations to: Ganadac 2h 33a ee eee ee 0.3 0.3 0.3 0.3 
Bouity OF Canada 6. .c72qeeieteete ih eet ose ee ene eee 0.7 0.6 0.6 0.5 
Cash from Canada in the year 


ADU 2 6 LAT Y= es hens nc hoa eee he Peers een nil nil nil nil 
S—NON-DUGRELATY< suigenctuecta Ge cr cans eine ae ee ate ce nil nil nil nil 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS LTD. 


AUDITOR’S REPORT 


THE HONOURABLE DON MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


I have examined the balance sheet of Canadian National (West 
Indies) Steamships Ltd. as at December 31, 1985 and the statement of 
income and retained earnings for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Business Corporations Act and the by-laws of the Corporation. 


| D. Larry Meyers, F.C.A. 
| Deputy Auditor General 
| for the Auditor General of Canada 
Ottawa, Canada 
‘March 21, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 


ASSETS 1985 1984 
| $ $ 


MOEIS I er OS Re et Lt Met Res csunccraiecosttcoincs 1,452 1,448 
Deposit with Receiver General for Canada .................... 95,000 95,000 
Bock ecitundsi(Note 2) mercer rn eereeeas 976,889 878,582 


|Approved by the Board of Directors: 


IN. VAN DUYVENDYK 
‘Chairman 


1,073,341 975,030 


LIABILITIES 


Matured bonds—Unclaimed (Note 3)............:::e 
Dueitow@anadar(Note:4) ie ee een 


EQUITY OF CANADA 


Capital stock 
Authorized and issued 
10 Class A shares without nominal or par value.... 


Retainedrearn ings: toc coc ap cece enero cane oor 


1985 
$ 
14,025 
324,024 
338,049 


976 


734,316 
735,292 
1,073,341 


155 


1984 
$ 
14,025 
324,024 
338,049 


976 


636,005 
636,981 
975,030 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS LTD.—Concluded 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
INTEREST INCOMIG ete eter no sce esas nes on vere rses es neste enc tooo eae 98,351 86,872 
Filingifeerandibankicharpesy.....1c ee testers tecsrersscsenceerts 40 30 
Netincometfomthesyeantras..52 muvee erases net ener reg 98,311 86,842 
Retained earnings at beginning of the year... 636,005 549,163 
Retained earnings at end of the year.............ccc ees 734,316 636,005 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Authority and activities 


The Corporation is continued under the Canada Business Cor- 
porations Act and is a parent Crown corporation named in 
Schedule C Part I to the Financial Administration Act. It ceased 
all active operations in 1957, at which time it sold its fleet of eight 
vessels to Cuban interests. 

On October 29, 1985, Parliament passed the Crown Corpora- 
tions Dissolution Authorization Act which authorized the Minis- 
ter of Finance to dissolve the Corporation. 

An assignment has been prepared in which the Corporation 
transfers to Her Majesty in Right of Canada all its rights and 
interests in, to or arising out of the letter of credit referred to in 
Note 2 below. However, this document has not yet been executed 
since the consent from BankAmerica International to this assign- 
ment and their acknowledgement that payment under the letter of 
credit will be made to Her Majesty in Right of Canada, have not 
yet been received. 

Accordingly, the Corporation remains to be dissolved and as 
such the blocked funds are still recorded as an asset of the Corpo- 
ration. 

The dissolution process will be completed when the consent and 
acknowledgement are received from BankAmerica International. 


2. Blocked funds 


The final installment of $470,400 on the sale of the eight vessels 
to Cuban interests was due to be paid August 19, 1963 by an 
irrevocable letter of credit issued through BankAmerica Interna- 
tional (then known as Bank of America). However, on July 3, 
1963, the United States Cuban Assets Control Regulations 
became effective and prohibited the Bank from honouring pay- 
ment of the draft. Amendments to the Regulations, effective 
March 2, 1979 required blocked funds to be held in an interest- 
bearing account. At December 31, 1985, accrued interest 
amounted to $506,489 (1984—$408,182). 

Negotiations to obtain a preferred status in order to receive the 
blocked funds have not been successful. In the opinion of manage- 
ment, based on legal counsel, these funds will be collected when 
the Regulations are repealed by the United States. A waiver of 
the application of the statute of limitations has been obtained 
until January 1, 1989, and further extensions will be obtained as 
required. 


3. Matured bonds—Unclaimed 


The matured bonds have been unclaimed since March 1, 1955 
and as a result of the statute of limitations there is no legal obliga- 
tion to redeem them. However, the Corporation intends to honour 
any of the outstanding bonds should they be presented. 


4. Due to Canada 


The advances from Canada bear no interest and are repayable 
when the blocked funds are received. 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED 


-MANDATE 


To secure optimum benefits to Canada from commercially utilizable technology accruing to the Crown from 


expenditure of federal funds. 


BACKGROUND 

The corporation makes available to the public the industrial and intellectual property resulting from government- 
funded research and development. It makes licensing arrangements with industry and monies received thereby are 
| used to cover most of its operating expenses. Awards are paid to inventors under the Public Service Inventors Act. 

| CORPORATION DATA 

| HEAD OFFICE 275 Slater Street 

Ottawa, Ontario 


K1A OR3 


STATUS — Schedule C, Part I 
— an agent of Her Majesty 


| APPROPRIATE MINISTER The Honourable Michel Coté P.C., M.P. 
DEPARTMENT Regional Industrial Expansion 


/DATE AND MEANS OF October 24, 1947; by letters patent under the Companies Act 
‘INCORPORATION 


| CHIEF EXECUTIVE W. Dallas Gordon 
OFFICER 


CHAIRMAN William F. Graydon 


‘AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


“P05 (2 PCTS) Tiga RR REN AC lal i, 7 15 

Wblgationstothe:privatesecton...... U8... et sn nil nil nil nil 

POMS ATONS COR ANAC eee sim ir cis, ee eis tail eM ade vieuie nil nil nil nil 

RUE V COL ANAC A. <,.5 ne entn meen ml acre crn ome epee eee ea 0.4 0.7 0.9 0.9 
Cash from Canada in the period 

SIA LTTO RTS ET gaa enen eel get fred) Al OE kee ee aoe eee eee 0.4 0.4 0.4 nil 


SON DUGRETAT Vii case canna ee eee whe mae oor ase Sua eet atacy nil nil nil nil 


158 PUBLIC ACCOUNTS, 1985-86 


CANADIAN PATENTS AND DEVELOPMENT LIMITED 
AUDITOR’S REPORT 


THE HONOURABLE DONALD FRANK MAZANKOWSKI, P.C., M.P. 
ACTING MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


I have examined the balance sheet of Canadian Patents and 
Development Limited as at March 31, 1986 and the statements of 
operations and surplus and changes in cash resources for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


Accounts receivable include an amount of $113,291 which, in my 
opinion, may not be collectible. Generally accepted accounting princi- 
ples require that an appropriate allowance be made in the financial 
statements to recognize the possible loss. If the Corporation had com- 
plied with this requirement, accounts receivable and surplus would 
have been reduced by up to $113,291 and cost of operations would 
have been increased by up to $113,291. 


In my opinion, except that no allowance has been made for the pos- 
sible loss described in the preceding paragraph, these financial state- 
ments present fairly the financial position of the Corporation as at 
March 31, 1986 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in my opinion, except as noted in the second preceding 
paragraph above the transactions of the Corporation that have come to 
my notice during my examination of the financial statements have, in 
all significant respects, been in accordance with Part XII of the Finan- 
cial Administration Act and regulations, the Canada Business Corpo- 
rations Act and by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 

Ottawa, Canada 
May 30, 1986 | 


BALANCE SHEET AS AT MARCH 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
Cash) ee Seer cs or 8 ae. Sees nS A Gee: Oem 121,844 141,232 Accounts payable and accrued liabilities ............0....... 405,329 401,465 
Termideposits'’.. c.cro0e ee. et cee er eee econ ae 200,000 $70,000 Royalties received in advance .............cceceeeeeeeeeteeees 102,675 53,562 
ANCCOUNtSIneceiVa DIC pee. ee ee eee rete. eestor ek 523,933 348,464 508,004 455,027 
ACCrUed INLET est o.oo tetssesceeeeeeeeceeseenneenstenatinnn 3,530 7,430 Provision for employee termination benefits .................. 193,774 176,002 
Prepaid expenses 22s ey cerns eae i ee oe 10,924 11,171 


ee aloe Pe 701,778 631,029 
860,231 1,078,297 a ee ee 


Investment in Canada bonds (market value: 


1986—$241,250; 1985—$218,750) ...cccccccccesesessesseeen 247,500 247,500 EQUITY OF CANADA | 
Industrial and intellectual property rights (Notes 2, 3 Capital stock : 
and 5) Ree coos secanecnsnsnnansasscececenssnstiantecseneennenanessaey 1 1 Authorized—10,000 shares of no par value 
Experimental equipment on loan to a licensee (Note 4) l l Issued —5,000 shares fully paid ..........ccccccccscecsseeesee 296,199 296,199 
SUP PLUS Ze ore eee eae ses eaeec eg oa eer oe 109,756 398,571 
405,955 694,770 
1,107,733 1,325,799 1,107,733 1,325,799 


Approved by the Board: 


W. F. GRAYDON 
Director 


W.D. GORDON 
Director 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED—Continued 


STATEMENT OF OPERATIONS AND SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1986 


Revenue 


Oval BES eesrmee ce een tr Gy ooh ee Reed 
Interestioniinvestments. = eee ee ee 
Service charges under agency agreements.................. 
Interest charged on overdue accounts ............cccccc0cee.- 
Miscellaneousset ec see ee nee ola 


Expenses 


Salaries and employee benefits .........0....0.cccccceceseeeeeee 
Industrial and intellectual property agents’ fees and 

related expenses, for obtaining and maintaining 

proprietary protection (Note 5) .........cccccceceeeeccseee 
Accommodation, equipment and other rentals........... 
Amounts paid or owed to third parties in respect of 

ROVALLYTeVENUC ee seeetered ee ee rte en kD 
ZAWALGS TONNVCNLONsmmmn ee ene ere me nnn 
Begaliicesie eee wt PM eR nace: 
Office supplies, printing, furnishings and equipment 
Professional and special services .............ccccsccssscesceoe 
COMMUNICA TONS ns ee ers. cock 


Cost of OPCrAaliOnS ec tery geen ome: 
Parliamentary appropriation..........0....0.cc.ccccsescceseseeteseeeeees 


Excess of cost of operations over parliamentary appro- 


Prationitonthe yeaa meee ye ee eee 


Surplus at beginning of the year .o.......-.ccccccccccsessessseceeoe 
mpcpius 2tend ofythe yearyes-e oe oe ee ee 


FOR THE YEAR ENDED MARCH 31, 1986 


Cash used in operating activities 


Mostiol operationse waste circ aso eae ee 
Items not requiring cash 
Provision for employee termination benefits ... 


‘Cash used in (provided by) non-cash working capi- 


tal components 
PNCCOUNISICCEIV a DIC eens teet en ar eee tenant 
Othencurrent assetswen er 
Accounts payable and accrued liabilities ............ 
Royalties received in advance ........ccccccccccseeceeeseee. 


Payment of employee termination benefits.............. 


Cash used in operating activities......0........ccccccscceeses 
Cash provided by Parliamentary appropriation ...... 


Decrease.during the yeatwe.. 14.002 ee, 


Cash and term deposits at beginning of year .......... 
Cash and term deposits at end of Veareer eee 


1986 
$ 


1,567,442 
66,220 
32,823 
27,010 

5,466 


1,698,961 


1,205,956 


479,417 
206,809 


111,103 
104,606 
59,517 
58,527 
37,275 
36,016 
34,291 
2,771 
1,488 
2,337,776 


638,815 
350,000 


288,815 
398,571 


109,756 


STATEMENT OF CHANGES IN CASH RESOURCES 


1986 
$ 


638,815 


(20,147) 
618,668 


175,469 
(4,147) 
(3,864) 

(49,113) 

118,345 

US 

739,388 

350,000 


389,388 
711,232 


321,844 


1985 
$ 


1,450,845 
96,315 
48,465 

6,288 
5,269 


1,607,182 


1,111,460 


359,711 
206,051 


145,857 
105,900 
105,149 
45,160 
54,689 
33,259 
27,165 
1,109 
1,274 
2,196,784 


589,602 
350,000 


239,602 
638,173 


398,571 


EEE 
ooo 


1985 


$ 
(Restated) 


589,602 


(24,931) 
564,671 


(274,536) 
4,135 
151,655 

(5,218) 

(123,964) 


440,707 
350,000 


90,707 
801,939 


Tez 32 


Ile 


Ww 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


Authority and operations 


Canadian Patents and Development Limited is a Crown corpo- 
ration named in Part I of Schedule C to the Financial Adminis- 
tration Act and is incorporated under the Canada Business Cor- 
porations Act. The Corporation was established to make available 
to the public, through licensing arrangements with industry, the 
industrial and intellectual property which results from publicly- 
funded research and development. 

The Corporation receives and processes industrial and intellec- 
tual property under arrangements with federal government 
departments, Crown corporations and agencies, universities, and 
other publicly-financed institutions. Suitable protection is sought 
in Canada and other countries for such property in instances 
where there is a promise of commercial use. In respect of money 
received from the exploitation of such property, the Corporation 
pays awards to public servants under the Public Servants Inven- 
tions Act and makes payments to other originators of such prop- 
erty in accordance with the agreements entered into with them. 


. Significant accounting policies 


Investment in Canada bonds 


Canada bonds are carried at cost since it is management’s 
intention to hold them to maturity in 1989. 


Industrial and intellectual property rights 


Industrial and intellectual property rights are recorded at a 
nominal value of $1. The net cost of acquisition, protection and 
maintenance of industrial and intellectual property rights is 
charged to operations as incurred (Notes 3 and 5). 


Experimental equipment on loan to a licensee 


Experimental equipment on loan to a licensee is recorded at a 
nominal value of $1. The cost of this equipment is charged to 
operations in the year of acquisition. 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded as the benefits 
accrue to the employees. 


Parliamentary appropriation 
Parliamentary appropriation is recorded when received. 
Pension plan 


Employees of the Corporation are covered by the Public Service 
Superannuation Plan administered by the Government of Canada. 
The Corporation’s contributions to the cost of the Plan under 
present legislation are limited to an amount equal to the 
employees’ contributions on account of current service. These con- 
tributions, which amounted to $63,579 for the year ended March 
31, 1986 (1985—$58,369), represent the total pension obligations 
of the Corporation and are recognized in the accounts on a cur- 
rent basis. The Corporation is not required under present legisla- 
tion to make contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account or with respect to 
charges to the Consolidated Revenue Fund for indexation pay- 
ments under the Supplementary Retirement Benefits Act. 


. Industrial and intellectual property rights 


The accumulated cost of current inventory of unexpired patent 
and other rights in respect of industrial and intellectual property 
amounts to $2,884,259 (1985—$2,441,566). 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


4. Experimental equipment on loan to a licensee 


The accumulated cost of experimental equipment purchased 
under active development contracts and held by a licensee 


amounts to $123,500 (1985—$123,500). 
5. Industrial and intellectual property agents’ fees and related 
expenses, for obtaining and maintaining proprietary protection 
1986 1985 
$ $ 
Kees andirelated|expensesijsy oe cee tence net 661,420 505,971 
ESS TECOVELICS each ce wh Hee Se a: cae ee ann 182,003 146,260 
479,417 359,711 
6. Lease commitments 
Under a lease agreement dated September 30, 1983 the Corpo- 
ration pays an annual rent of $169,425 for accommodation. The 
period covered by this agreement is November 1, 1983 to October 
31, 1988. 


ee ____ EEEEEEEEEEEREEEIREEEEE 


PUBLIC ACCOUNTS, 1985-86 161 


SUMMARY PAGE 


CANADIAN SALTFISH CORPORATION 


MANDATE 


To regulate interprovincial and export trade in saltfish from participating provinces (Quebec - Lower North Shore, 


BACKGROUND 


CORPORATION DATA 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


DATE AND MEANS OF 
INCORPORATION 


(CHIEF EXECUTIVE 
OFFICER 


(CHAIRMAN 


AUDITOR 


At the end of the period 


MpAL AIGA BSCS inn ie 

Obligations to the private sector 

bligations to Canada. .............:c0+0 

Bauity Ol \aNAGa icc ee aces 
Cash from Canada in the period 

| A VTITUTTS 1g ie eeepc Sree mee 

meenon-budectary, net ficcccc eto 


and Newfoundland) to improve earnings of primary producers of cured cod fish. 


By its enabling legislation, the corporation must buy all saltfish offered to it which is of reasonable quality, and must 
‘conduct its operations on a self-sustaining basis without appropriations. 


Saltfish Building 

Torbay Road 

P.O. Box 6088 

St. John’s, Newfoundland 
AIC 5X8 


— Schedule C, Part I 
— an agent of her Majesty 


The Honourable Thomas Siddon, P.C., M.P. 
Fisheries and Oceans 


Created by the Saltfish Act (R.S.C. 1970, C.37, Ist supplement). 
Royal Assent March 25, 1970 


W.R. Moyse 


Donald D. Tansley 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 


PISA aT CR RM Rete 16.6 14.5 18.3 18.9 
FEN nT i eed oes A Se Oe nil nil nil nil 
eA eee MAPS oe ne ee Pd iVidetsl 12.3 14.1 8.4 
Reece RSC Dende Be Reade Rs (5.4) (305) 0.4 5.4 
eo a SEARS es oe nil nil nil nil 


ee ee 5.1 (1.8) Sar 6.7 
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CANADIAN SALTFISH CORPORATION 
AUDITOR’S REPORT 


THE HONOURABLE THOMAS SIDDON, P.C., M.P. 
MINISTER OF FISHERIES AND OCEANS 


I have examined the balance sheet of the Canadian Saltfish Corpo- 
ration as at March 31, 1986 and the statements of operations, deficit 
and changes in financial position for the year then ended. My exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Saltfish 
Act and the by-laws of the Corporation, except for the activities 
involving frozen fish products described in Note 1 to the financial 
statements. In my opinion, these activities are not within the powers of 
the Corporation under the Saltfish Act. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
May 23, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 


ASSETS 1986 1985 
$ $ 
Current 
CASH ee ee tense Oren een arene aN SAEED Te Ce ow te 630,486 
Accountsireceivable(INote:6) cere. eer 9,124,790 9,864,776 
Inventories; (INOtGHS)) eee eee ee 5,684,365 3,408,049 
Advances to frozen fish producers (Note 1)........ 118,304 129,287 
15,557,945 13,402,112 
Fixed (Note 4) 
Land, buildings and equipment ...............0....0.0..... 2,929,824 2,863,623 
Less: accumulated depreciation ..................00000. 1,893,218 1,753,433 
1,036,606 1,110,190 
16,594,551 14,512,302 


Approved by the Board: 


W.R. MOYSE 
Director 


A. MALONEY 
Director 
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LIABILITIES 1986 1985 
$ $ 
Current 
Banksoverdratt seri. tren ter ae ee eae 10,323 
Working capital loans from Canada (Note 5) .... 16,750,000 11,500,000 
Accounts payable and accrued liabilities ............. 4,364,408 5,248,105 
Current portion of capital asset loans from 
Canadair ace bul .iok adie arn oe eee 150,000 185,000 
21,264,408 16,943,428 
Long-term 
Capital asset loans from Canada, net of current 
portion (INoterS) icc merece nets $00,000 650,000 
Provision for employee termination benefits........ 257,024 231,946 
757,024 881,946 
DEFICIT OF CANADA 
DefiCity: Seo2 Sree AEA A Ree eRe erate ee (5,426,881) (3,313,072) 
16,594,551 14,512,302 
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CANADIAN SALTFISH CORPORATION—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 
$ $ 
Sales 
Saltfishsproductst saat. cabana trek 28,872,035 37,557,697 
Pibraded:fish products) (Note) 1) E20 27ciabh ccs. 1,951,943 1,140,750 
Rrozen Lisi products (Note I))= 2 arene onsen 16,760,410 22,109,033 
47,584,388 60,807,480 
Bessatreignt and insurance... neon rr 2,043,916 2,438,091 
45,540,472 58,369,389 
Cost of goods sold 
Productionicosts twee ee ech ter ces 25,528,447 34,137,380 
Transportation, storage and packaging................ 1,473,439 2,162,872 
@ thermbuyingicOstS meer ce erm eee 910,895 1,046,963 
rozenitish products (Notew) eee... 16,760,410 22,109,033 
44,673,191 59,456,248 
Brotit loss) DelOne.exPenSeS mmc win. si. chee rs ee 867,281 (1,086,859) 
Expenses 
SOLD aatge sateen rennin Ai) ee as mee nel Re 714,351 630,776 
FACIMINIS(LATIVE tees ee tec eae eee 656,955 689,966 
Interest =——Long-termin, cease eee 84,878 100,489 
—= (SUT TENU retere ts meee ts, 1 set eee tern oe ae 732,656 1,580,212 
Gainroniiorcigniexchangerc.ce eee ores (207,750) (332,673) 
1,981,090 2,668,770 
EucEOSSIONIO Perations erst. eee eee eee (1,113,809) (3,755,629) 
Unusual item 
Badidebtiallowance;(Note 6) insite cece (1,000,000) 
MPC UOSSIOL Che VeaT en none csr nesta (2,113,809) (3,755,629) 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 


$ $ 
Balance atebeginningiof theiyearte.. ..eets. (3,313,072) 442,557 
BemaOSSfOnthe year eee cee on ie ie (2,113,809) (3,755,629) 
Bemiance:at endiofithe year o.n.ce5.<ec-cce-ssteccesstesssee (5,426,881) (3,313,072) 


163 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 
1986 1985 
$ $ 
Funds were provided by (used for) 
Financing activities 
Increase (decrease) in working capital loans 
front Canada. see. 38 oe Pee eee 5,250,000 (1,500,000) 
Repayment of capital asset loans from 
Cama dalnrenccss crest eee eccct. Oo an ae ee (185,000) (271,000) 
5,065,000 (1,771,000) 
Operations 


INetlossiontheryeatewe... rere 
Adjustments for non cash items 


(2,113,809) (3,755,629) 


Depreciation cscs scree ee eee eee 147,812 176,944 
[Sossson sales eee eee, eee eee 4,264 
Employee termination benefits ..................... 25,078 18,936 
(1,936,655) (3,559,749) 
Decreasein tradeibalanceses. 2 ee (132,728) (62,266) 
(Increase) decrease in inventories..................... (2,276,316) Sysi/syiies) 
(4,345,699) 1,753,724 
Investing activities 
Burchaseroliftxed assets es ar ss eee cee ee (78,492) (98,930) 
INeftifunds)provided (used)rescw eee te. 640,809 (116,206) 
Cash (bank overdraft) at beginning of the year ..... (10,323) 105,883 
Cash (bank overdraft) at end of the year ................ 630,486 (10,323) 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority, objectives and operations of the Corporation 


The Canadian Saltfish Corporation was established by the Salt- 
fish Act in 1970, to improve the earnings of the primary producers 
of cured codfish. The Corporation is a Crown corporation of 
Canada without share capital, named in Schedule C, Part I to the 
Financial Administration Act, is an agent of Her Majesty, and is 
required to conduct its operations on a self-sustaining financial 
basis. The Corporation is dependent on the Government of 
Canada for working capital and capital asset loans and is not sub- 
ject to income taxes. 

The Corporation has the exclusive right to trade in and market 
cured fish and its by-products in the Province of Newfoundland 
and the Lower North Shore of Quebec and is required to buy all 
cured codfish of an acceptable standard of quality offered for sale 
therein. Fish is purchased from fishermen, processed through 
agents of the Corporation and is subsequently marketed by the 
Corporation. 


Traded fish and frozen fish products 


The Corporation is involved in the role of marketing frozen fish 
products (traded fish) on behalf of independent producing compa- 
nies for a commission. These transactions are recorded as sales 
and cost of goods sold in the statement of operations. 


The Corporation also markets frozen fish products under con- 
tractual arrangements with a number of companies. Under these 
agreements, the Corporation may make advances based on the 
projected market value to the producer. The balance of the mar- 
ket value received by the producing company is determined by the 
ultimate selling price and all related expenses. The Corporation 
does not receive any revenue for this service but does recover the 
direct costs of providing the service, interest on advances and cer- 
tain overhead expenses. 

In certain instances, in order to secure the Corporation’s posi- 
tion against any possible third party claims against the producer, 
the Corporation takes title to the product when it leaves the plant. 
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CANADIAN SALTFISH CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


These sales and related cost of goods sold are recorded as offset- 4. Fixed assets 


ting amounts in the statement of operations. The agreement with 1986 1985 
the producing company attributes any gain or loss on the ultimate iT Tt Nceia Le = ne een 
sale of the product to the producer. wmalited 

The total frozen fish sales that the Corporation was involved in depre- Net book Net book 
marketing are as follows: Cost ciation value value 

1986 1985 $ $ $ $ 
$ $ JSANG ei Sense eee ates ores 117,274 117,274 117,274 

Traded frozen fish products .....cc.-ccsssosese 1,879,214 810,083 BP ye ssseteneatietatesaaetense ; Phas ns ee : ere | 
Frozen fish products........cssssssssssesseesseeeeeeeeee 16,760,410 22,109,033 MOIDUIS Detar eset oats eae ror , , | 


Furniture and fixtures ............ 232 172 144,784 87,388 88,816 | 


SAB a Ee 2,929,824 1,893,218 1,036,606 1,110,190 


In addition, the Corporation was involved in the marketing of | 
$1,318,805 (1985—$3,100,796) of frozen fish products where  5- Loans from Canada | 


title did not pass. These sales and related cost of goods sold were 
not recorded in the statement of operations. 


. Significant accounting policies 
Depreciation 


Depreciation is calculated on the straight-line method and is 
based on the estimated useful lives of the assets as follows: 


Buildings 20 years 
Equipment 3 to 10 years 
Furniture and fixtures 5 years 


Foreign currency translation 


Monetary assets and liabilities are translated at exchange rates 
in effect at the balance sheet date. Revenues and expenses are 
translated at the rate of exchange prevailing on the transaction 
date. The resulting foreign currency translation gains and losses 
are included in the results of operations. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contributions 
to the plan are required from both the employee and the Corpora- 
tion. Contributions with respect to current services are expensed 
in the current period. 


Employee termination benefits 


Employees are entitled to specific benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. 


. Inventories 


Inventories are made up of the following categories: 


1986 1985 
$ $ 
Fish, at lower of cost and net realizable value ...... 3,407,328 1,883,140 
Packapes/andisupplics, abiCOSt. ces chant tee ters 390.5116) gaz 235h29 
SHU te ERC. Oe a ee eee ee a 228,870 318,976 


4,026,714 2,425,245 
Frozen fish at lower of cost and net realizable 
Val UC rh, een ne, Cree ee Meee eee 1,657,651 982,804 


5,684,365 3,408,049 


Working capital loans are interest bearing (based upon current 
rates as set by the Bank of Canada) and are repayable within one 
year. 

Total loans outstanding from Canada and banks shall not 
exceed $50 million. 


Loans obtained to finance capital expenditures bear interest | 
and are subject to repayment in ten equal instalments. Outstand- 
ing capital asset loans are as follows: 


Interest 
Due date rate 1986 1985 
% $ $ 

September 22, OSS ieee eae Ty, 22.500: i 
Marchi3ilesl9 86m cen ere 8% 12,500 | 
Marchi27 i989) eee eee es 10% 30,000 40,000 | 
September 28; l 989 ee 10 320,000 400,000 | 
September sOn 990 names eter 12% 300,000 360,000 

650,000 835,000 | 
LeSSacurrent DOLuiOnine set 150,000 185,000 

$00,000 650,000 


Repayment requirements over the next five fiscal years are 
$150,000 in 1987, 1988 and 1989; $140,000 in 1990 and $60,000 
in 1991. 


. Unusual item 


Included in receivables is an account receivable of $2,081,000 
which has been outstanding since April 1984. During the year, the 
Corporation secured a first mortgage on property owned by this 
account for the appraised value of the property, which is approxi- 
mately $1,000,000, but has been unsuccessful in obtaining any © 
additional security. The amount the Corporation may ultimately 
realize from this account cannot be estimated at this time. For 
this reason, the Corporation has provided an allowance for bad | 
debts of $1,000,000. 
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THE CANADIAN WHEAT BOARD 


MANDATE 


To market in an orderly manner, in export trade, grain grown in the designated area of Canada; to promote the 
export of grain. The Board must buy and take delivery of grain, within quotas it establishes, from producers in the 
designated area. It administers the Prairie Grain Advance Payments Act. 


BACKGROUND 


Founded in 1935, the Board regulates delivery and coordinates collection, transport and storage of wheat, rye, oats, 
barley, flaxseed and rapeseed in the Prairie provinces and in parts of British Columbia and western Ontario. For 
various grades of grains, it administers a pool for each crop-year. Agents appointed by the Board take delivery, store 
and finance much of the harvest and, depending on the season, the Board’s obligations to agents can exceed $1 
billion. In 1976, when crop-year grain exports totalled 18.5 million tonnes, the Board set a ten-year target of 30 
million tonnes for crop-year exports which was achieved one year ahead of schedule. Most exports of grain are sold 
for cash or nearby payment but credit sales have become significant in recent years. The bank loans which finance 
the credit sales are guaranteed by Canada. 


CORPORATION DATA 


HEAD OFFICE 423 Main Street 
| Winnipeg, Manitoba 
R3B 1B3 
STATUS An agent of Her Majesty; exempted from the provisions of Divisions 


Ito IV of Part XII of the Financial Administration Act. 


APPROPRIATE MINISTER The Honourable Charles J. Mayer, P.C., M.P. Minister of State 
| (Canadian Wheat Board) 


DATE AND MEANS 1935; by The Canadian Wheat Board Act (R.S.C. 1970, C. 12) 
OF INCORPORATION 


me HIEF EXECUTIVE W. Esmond Jarvis 
(OFFICER 


AUDITOR Deloitte Haskins & Sells 


FINANCIAL SUMMARY (§ million) The financial year ends July 31. 


1984-85 1983-84 1982-83 1981-82 
‘At the end of the period 


BOER UASSEUS oad 8 Lr 01 eee eR eed Neri cr MN tothe d he Be at SPOANE) 5,030 4,297 4,109 

MIHlieations tO. (Ne Priva tese Chote a ssk eee ear aA eas 4,694 4,259 3,816 3,465 

@nlisations toiC andar nee see te Ln es eocmcanamunns nil nil nil nil 

BUI Ve Ol A al oar ae te et cement tne stn rintnsads 385 672 401 565 
Cash from Canada in the period 

BPO OCTATY eke t eer ee enn dae ed gett tual 131 121 119 nil 


BeENONSOUC POLAT ie tre te ees Seer eit cs ieee ett nil nil nil nil 
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THE CANADIAN WHEAT BOARD 
AUDITORS’ REPORT 


TO THE CANADIAN WHEAT BOARD 


We have examined the balance sheet of The Canadian Wheat Board 
as at July 31, 1985, and the statements of operations for the 1984-85 
pool accounts for wheat, amber durum wheat, designated oats, barley 
and designated barley for the period August 1, 1984 to completion of 
operations on September 30, 1985, the statements of operations for the 
1984-85 pool account for oats for the period August 1, 1984 to comple- 
tion of operations on November 15, 1985, the statement of administra- 
tive and general expenses and allocations to operations for the year 
ended July 31, 1985, the statement of advance payments to producers 
under the Prairie Grain Advance Payments Act as at July 31, 1985, 
and the statement of special account transactions for the year ended 
July 31, 1985. Our examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


BALANCE SHEET AS AT JULY 31, 1985 
(with prior year figures for comparison) 


ASSETS 1985 1984 
$ $ 
Stocks of grain 
Wiha tierce cs tee nese eee 1,162,910,405 1,349,117,354 
Dare ners eee 80,190,344 122,731,578 
Oats 5 eee rn ner meee 3,556,023 2,182,760 
Designated (Oatsmren-o ier eee 109,682 93,890 
Barleyit, 5453. Leen aes Rhee, 98,237,385 52,713,112 
Designated!Barley feen-s221 tense 10,117,349 7,686,258 
1,355,121,188 1,534,524,952 
Bills of exchange plus accrued interest 
(Note:2) Ss ee er eee 3,691,148,705 3,202,275,567 
Accounts receivable (Note 3) 
Due from Board Agents on completed 
SAleSe eee ee ena tee nena: 20,182,068 166,927,017 
Sundry ence e Ae ee 49,498,523 30,883,405 
Prairie Grain Advance Payments Act.... 5,438,408 7,682,214 
The Canadian Wheat Board Building, 
Winnipeg, at cost less depreciation......... 2,052,051 2,162,188 
Covered hopper cars, at cost less deprecia- 
tiont\(Notes4) secon cece ee ee 73,137,536 76,161,228 
Office furniture, equipment and automo- 
biles, at cost less depreciation.................. 1,048,458 1,004,198 
Deferred and prepaid expenses.................... 12,430,376 8,229,251 
5,210,057,313 5,029,850,020 
W.E. JARVIS 
Chief Commissioner 


R. L. KRISTJANSON 
Assistant Chief Commissioner 


F.M. HETLAND 
Commissioner 


W.H.SMITH 
Commissioner 


In our opinion, these financial statements present fairly the financial — 
position of the Board as at July 31, 1985 and the results of operations 
for the periods shown, in accordance with generally accepted account- 


ing principles consistently applied. 


Winnipeg, Canada 
March 13, 1986 


LIABILITIES 


Liability to Banks (Note 5) ...........0.0. 
Debentures payable (Note 6) .................5. 
Liability to agents for grain purchased 
from producers (Note 7) .............::ceee 
Liability to agents for deferred cash tick- 
Ets (INGLES) tcc. meee es 
Accrued expenses and accounts payable 
(NGte 9) reer ccs eern beeen thant 
Outstanding adjustment and final pay- 
ment cheques to producers 
IW Hea tee ee ctor eee reece neers, 


Barléyieth ct tote ne ee eos 

Designated|Barleynce es 
Special Account—Net balance of undis- 

tributed payment accounts (Note 10)..... 
Provision for final payment expenses 

(Noten rene ee eee 
Surpluses resulting from operations 

Pool Account 


Barley) scorer eon tncieen- 


Deloitte, Haskins & Sells 
Chartered Accountants 


1985 


3,908,353,974 
67,480,000 


570,996,143 
146,494,799 


118,394,334 


595,517 
37,847 
5,639 
1,426 
26,462 
21,831 


5,171,556 


7,197,503 


298,637,686 
41,422,294 
675,422 
813,196 
19,066,956 
24,664,728 


5,210,057,313 


PUBLIC ACCOUNTS, 1985-86 


EXHIBIT I | 


3,162,952,155 
65,475,000 


826,390,827 
203,160,168 
86,151,364 
570,324 
49,257 
14,274 

391 

34,799 
12,319 


SHIR RSIS: 


7,196,788 


478,602,282 © 


50,593,695 
385,062 
591,895 

110,509,643 

31,381,262 


5,029,850,020 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 
1984-85 POOL ACCOUNT—WHEAT 


FOR THE PERIOD AUGUST 1, 1984, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1985 


(with prior year figures for the 1983-84 Pool Account for comparison) 


Wheat acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and ter- 

minal elevators at Board initial prices basis in store Thunder Bay or Vancouver 
Purchased from prior year Pool Account—Wheat 


Wheat sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill 
Domestic 
Export 


Wheat stocks—Being Wheat stocks on hand at July 31 stated at the ultimate value received 
| from the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 

_ Completed sales for the period subsequent to July 31 

Domestic 
|S aa) oat capa So RN ae an Te I gle usd cStyge ER RCL eGo ORE Te OL ae RE CR 
Sale to the subsequent Pool Account—Wheat 


| 
Surplus on Wheat transactions 
| Operating costs 
Carrying charges 
Carrying charges on Wheat stored in country elevators 
Storage on Wheat stored in terminal elevators 


Interest, bank charges and net interest on other Board accounts 


| DYSTTTTTRAY Pols aac sdtensumnarnacan a eased asec ach cabot eee aaa: hoc eAneS nt eer EC ORS Eee ea MET mec neene 
Additional freight —Wheat shipped from country stations to terminal position ...................... 

——Freipntyratescnaneeser.«, sesese, ee ke Mees ctor se crt tat cayac ccnseesesiessanes wenasy acest thee 
Handling and stop-off on Wheat warehoused at interior terminals ............0.0..:ccceseeseeeeeteteees 
DV INO ICHAT ROS cme caer ce neers MUN eet sete ce SEE Pet anette erates dadrel deak cinecoes snes en Ee es 


Interest and depreciation on Wheat Board hopper cars 
Wheat Board administrative and general expenses 


‘Surplus on operations of the Board on the Pool Account—Wheat, for the period from August 
1, 1984, to September 30, 1985 (1983-84 October 31, 1984) 


Tonnes 


16,192,572 


93,765 
482,460 


16,768,797 


ARGS 9) 
9,316,116 
5,672 


10,493,487 


258,172 
3,374,091 
2,643,047 


6,275,310 
16,768,797 


1984-85 


Amount 


$ 


2,722,955,09 1 


15,823,780 
84,511,290 


2,823,290,161 


2,119,100,423 


1,162,910,405 


3,282,010,828 
458,720,667 


88,292,322 
28,079,232 


116,371,554 


12,300,778 


(2,416,042) 


5,606,478 


(2,608,292) 


1,055,877 
767,681 
10,170,355 
18,834,592 


160,082,981 


298,637,686 


Tonnes 


20,186,978 


85,330 
844,767 


ZOU 


1,210,094 
12,974,962 
10,160 


14,195,216 


403,268 
6,036,131 
482,460 


6,921,859 
21,117,075 
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EXHIBIT I 


1983-84 


Amount 
$ 


3,352,896,639 


14,532,873 
153,715,767 


3,521,145,279 


2,795,055,087 


1,349,117,354 


4,144,172,441 


623,027,162 


89,905,467 
18,909,270 


108,814,737 


(3,463,630) 

(435,169) 
2,422,929 
8,246,530 

(49,462) 
1,713,617 
9,424,620 
17,750,708 


144,424,880 


478,602,282 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 
1984-85 POOL ACCOUNT—AMBER DURUM WHEAT 


PUBLIC ACCOUNTS, 1985-86 


FOR THE PERIOD AUGUST 1, 1984, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1985 


(with prior year figures for the 1983-84 Pool Account for comparison) 


EXHIBIT III 


1984-85 


Durum acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouvet............... 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and terminal 
elevators at Board initial prices basis in store Thunder Bay or Vancouver ..............c:c:ccccceeeeseeteeees 
Purchasedifrom)priorsyean, PoolfAccount—Duruma weer eee te See ee, ee ntaestitpereroee tees eee 


Durum sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill 
DOMESCIC cosh ee MINE SE oee et csez ee eta ccna ee RG DIE ta tes tc sear naaah caer etd Pea eee RENEE 
EEX POr tects tee Mee seas rs oe Reese ee oR ae cA Resa tc had nosy ene Re 


Durum stocks—Being Durum stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completed sales for the period subsequent to July 31 
Domestic 
|G 0x0) 6 Ree cep aReA Bie ck Be reese a ER eR See SSCS AE RE 80 san deze nice pte Gie OEE LER MPa ERS on 
Sale to the subsequent Pool Account—Durum 


Surplus on Amber Durum Wheat transactions 


Operating costs 
Carrying charges 
@arryingichargesion Durum storedimcounthy elevators. 111s. sees eee een eee ee 
StorageroniDurumistoredunitenmina lelevat ons cee eee see eee eee een ee ee ne eee 


Interest and bank charges 
DeMUPRA BCE: cel rccer ee Ren cree tat BEM OPN RR gee eae ae ec ee ea NTRS nae 
Additional freight —Durum shipped from country stations to terminal position ............:0ccceen 

== Freight raterchan GCS nce. es tee setce res on eee eee ere 
Handling and stop-off on Durum warehoused at interior terminals 
Dryingicharecs esc eee ee mes eee eee MR es ie ence ue a Ute tech CAE sc Eee eR ee 
Interest and depreciation on Wheat Board hopper cars 
Wheat Board administrative and general expenses 


Surplus on operations of the Board on the Pool Account—Durum, for the period from August 1, 
1984, to September 30, 1985 (1983-84 October 31, 1984) 


Tonnes Amount 
$ 
1,786,421 319,040,593 
8,270 1,434,938 
1,794,691 320,475,531 
98,269 
1,276,828 
3,247 
1,378,344 297,296,259 
25,348 
271,353 
119,646 
416,347 80,190,345 
1,794,691 377,486,604 


57,011,073 


7,863,782 


4,096,695 


11,960,477 
2,045,742 
(1,748,659) 
239,158 
(115,901) 


8,037 
1,122,027 
2,077,897 


15,588,778 


41,422,295 


1983-84 
Tonnes Amount 
$ 
2,278,079 406,403,268 
8,408 1,496,395 
463,843 90,544,238 
2,750,330 498 443,901 
86,034 
2,061,514 
2,749 
2,150,297 444,897,812 
28,876 
STIOUST. 
600,033 122,731,578 
2,750,330 567,629,390 
69,185,489 
10,884,477 
2,442,679 
13,327,156 
(274,924) 
1,495,075 
269,658 
701,687 
3,642 
2,793 
1,063,558 
2,003,149 
18,591,794 


50,593,695 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 
1984-85 POOL ACCOUNT—OATS 
FOR THE PERIOD AUGUST 1, 1984, TO COMPLETION OF OPERATIONS ON NOVEMBER 15, 1985 
(with prior year figures for the 1983-84 Pool Account for comparison) EXHIBIT IV 
1984-85 1983-84 
Tonnes Amount Tonnes Amount 
$ $ 
Oats acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 54,639 5,416,401 55,389 5,496,654 
rurchaseairomlprion yea LOolvAcCcoUunt—OAatSin..t.08 chert eee eee eet etree, wee: 16,369 1,785,902 43,173 4,959,168 
71,008 7,202,303 98,562 10,455,822 
Oats sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouve’..................ccccccccccsesceseeees 38,487 4,921,612 78,012 9,515,302 
Weis htalossesiinitransitia nd dimidnyin pier nett soos ree arene renee tec baeeeie rs contee eerste nea 
Oats stocks—Being Oats stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay or Vancouver 
<Gompletedisales:for period subsequentito July. oll. ane eenern cone rene eee oe 28,211 3,115,692 4,181 396,859 
SalettosubsequentiPoolvAccount— Oats crc. ssecareeccos ea tenet oes ee OE neh. sevens eens 4,310 440,331 16,369 1,785,902 
71,008 8,477,635 98,562 11,698,063 
BULDIUSOMOatsitransactlons icra kon essa ne bc egcnts ee CMe eR Re Me cease Sesh: 15275,332 1,242,241 
Operating costs 
Carrying charges 
Garrymechargesion Oatsstored.incountry elevators eee ee eer scree te 285,692 374,439 
SroragcioniOatsistoredunitenminal.elevatons. ea eee ee eee ance ee 194,177 181,254 
479,869 555,693 
MNCeTEST ANG Dan kcChaneesies eens Miers mete en An LR Are eee et he SL ed ee mesos. 3,410 20,530 
Additional freight —Oats shipped from country stations to terminal position................0.....0... 98,106 177,403 
E— NrClantprater Chan SOS rent neec ssi eat en eT CNe Mer Ae een wrt corres (84,660) 28,989 
Intcrestanaidepreciation on)Wheat Board NOpper Cars... everett cee 34,318 25,859 
Wineat boaraladministrative and general. expenses esac ent er eee 68,867 48,705 
599,910 857,179 
Surplus on operations of the Board on the Pool Account—Oats, for the period from August 1, 
PIS4LOUNOVemberal 53998 51(1983-84 October 1, 1984)iee ee wenecn ser 675,422 385,062 
STATEMENT OF OPERATIONS 
1984-85 POOL ACCOUNT—DESIGNATED OATS 
FOR THE PERIOD AUGUST 1, 1984, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1985 
(with prior year figures for the 1983-84 Pool Account for comparison) EXHIBIT V 
1984-85 1983-84 
| Tonnes Amount Tonnes Amount 
| $ $ 
Designated Oats acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver .... 44,219 6,061,679 40,023 5,498,760 
Designated Oats sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouver ..............0.00:ccccceeeceeeeceees 43,504 6,749,003 39,429 5,973,437 
Designated Oats stocks — Being Designated Oats stocks on hand at July 31 stated at the 
ultimate value received from the sale thereof, basis in store Thunder Bay or Vancouver 
Completedisales forthe perlodisubsequent ito Jul yi eacec eee eae ene ee is 109,682 594 93,890 
44,219 6,858,685 40,023 6,067,327 
merpluson Designated Oats transactions. hse. iccst aoe es. cavaottanssetteccanninptoninncsanacncuaes 797,006 568,567 
Operating costs 
BETES eStart te re ee oe area ee RE ORE MeO 28D ES oe (95,397) (77,206) 
) Interest and depreciation on Canadian Wheat Board hopper Cars .............:-.ccccseesseeeeeseeeceeeeeees 27,773 18,685 
avincataboard administrative and generaliexpensesincs enc ee res crneeeeets ee ereere teers nee 51,434 355193 
(16,190) (23,328) 
Surplus on operations of the Board on the Pool Account — Designated Oats, for the period 
from August 1, 1984, to September 30, 1985 (1983-84 October 31, 1984) oo... 813,196 591,895 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF OPERATIONS 


1984-85 POOL ACCOUNT—BARLEY 
FOR THE PERIOD AUGUST 1, 1984, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1985 


(with prior year figures for the 1983-84 Pool Account for comparison) EXHIBIT VI 
1984-85 1983-84 
Tonnes Amount Tonnes Amount 
$ $ 
Barley acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouver............... 3,068,472 382,262,408 4,007,756 438,761,246 
Net tonnes acquired from the adjustment of overages and shortages, etc., at country and terminal 
elevators at Board initial prices basis in store Thunder Bay or Vancouver .............:.:ccccccssseeeeeeeeeee 17,053 2,105,090 23,728 2,602,169 | 
3,085,525 384,367,498 4,031,484 441,363,415 | 
Barley sold | 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill...........0.0.ccccceee 2,235,067 318,598,608 3,673,279 507,159,484 
Weigh tilossesinitransitvand iiniG iyi ip see ears eects eee meee emene ane ec cote ena arene ener meena 2,545 2,034 


Barley stocks—Being Barley stocks on hand at July 31 stated at the ultimate value received from 
the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 


@ompletedisalesstonthempeniodisubsequemtstOn Ul yi->)lememenserteeter acre eee tant erste eee nae 367,060 44,633,198 356,171 S201 3 2a 
Salesitossubsequentspoolia cCOUnt—— Bane yamuar wean a meete aesteeni creer eee tenr ss tary oes eer 480,853 53,604,187 | 
3,085,525 416,835,993 4,031,484 559,872,596 
Sunplus;oniBanleyatransactionS rena. ccsceseerm canta secon emer ene. on ern een career eae 32,468,495 118,509,181 
Operating costs 
Carrying charges 
GarryingichargesoniBanley storedlinicountnyclevatorsye ese sesc.- conser ete geen tetas seresceeeees-aceee 4,724,253 4,683,339 
Storagejon Barleyistorediin terminalkelevatonsae css cee tee eee eee eer a eestor eee 3,356,581 2,246,162 
8,080,834 6,929,501 
Interesthanddbank: changes esa ees, tere eet Me Sees se oe arene eR tere Santamaria aw Soe aoe eat (1,306,516) (7,543,393) 
J BXSS CAIN NS te celtcene tere Saeccsiacncc Re eerer Peer Cece Nac rE SmSS MR ROS LObe AECSE Gear Ronee Re reca Exner Breen carer (449,348) 1,941,439 
Additional freight —Barley shipped from country stations to terminal position ..........0....0:cccceee 1,897,338 902,833 
Hels iterate: CNaN Bes ere sans .scces eee acess soln cee ee ee ee ee ete ree sete cits (893,639) 207,308 
Handling and stop-off on Barley warehoused at interior terminals ............0...ccccecccceteeeseteeseteteteteeeeees (52,098) (108,820) 
DRY PACH ATS CS Pee neh tect eer uot ee NN cs Se ae oS oe  RO RR Ricre ne Sc cctiste ss, 628,571 275,505 
Interestrandidepreciation onawi heats Board hoppenicans ummm res cec creer se meee eee eee 1,927,267 1,871,085 
WiheatBoardtadministrativerand: ceneraliexpenscsme tems setae een seta ter eter es neers eee 3,569,130 3,524,080 
13,401,539 7,999,538 


Surplus on operations of the Board on the Pool Account—Barley, for the period from August 1, 1984, 
toseptemberSO N19 8o1(1988-84. October s ley 198.4) eee reeae ee ee ee teen eee eee ere eee 19,066,956 110,509,643 | 


STATEMENT OF OPERATIONS 


1984-85 POOL ACCOUNT—DESIGNATED BARLEY 
FOR THE PERIOD AUGUST 1, 1984, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1985 


(with prior year figures for the 1983-84 Pool Account for comparison) EXHIBIT VII 
1984-85 1983-84 
Tonnes Amount Tonnes Amount 
$ $ 
Designated Barley acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or Vancouvet............... 712,195 111,703,201 1,004,377 139,939,761 


Designated Barley sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouver ...............ccccscecsseecseeeeeeseteeeeseseees 661,381 124,998,887 959,264 161,150,487 
Designated Barley stocks—Being Designated Barley stocks on hand at July 31 stated at the ulti- 
mate value received from the sale thereof, basis in store Thunder Bay or Vancouver 


Completedisales| forthe periodisubsequentaton dt] Visi) meer genre etree rere te ene eer) 50,814 10,117,349 45,113 7,686,257 
712,195 135,116,236 1,004,377 168,836,744 

SUCplusOn Desipnated Barley itransa CULMS mess meat ty eee eee eer ratte eee ae ere ca Ps Ge 23,413,035 a 7 28,896,983 

Operating costs 

FRUCRES TR os cco nese sc ccsnces tr ahs costs Soca ea ag I ocean es te ir as AG (2,527,411) (3,836,353) 
Interest and depreciation on Canadian Wheat Board hopper Cars...............:.c:cccsccsscsseseseteseseteteteteeeeeteees 447,320 468,910 
Wheat boardiadministrative:and general expenses s.crnersee ew eee eee e eee 828,398 883,164 
(1,251,693) (2,484,279) 


Surplus on operations of the Board on the Pool Account—Designated Barley, for the period from 
August 1, 1984, to September 30, 1985 (1983-84 October 31, 1984) .......ccscscssssecressseseesenencnenensoeacsees 24,664,728 31,381,262 
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THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF ADMINISTRATIVE AND GENERAL 


EXPENSES AND ALLOCATIONS TO OPERATIONS 


FOR THE YEAR ENDED JULY 31, 1985 
(with prior year figures for comparison) 


Administrative and General Expenses 


Salaries—Board members, officers and staff ...... 
Unemployment insurance, pension, group insur- 
ance, medical and other employee benefits...... 
Manitoba Health and Education Tax .................. 
Advisory Committee—Travelling expenses and 
pendiemtallowancess: eso ea ee ee, 
Rental and lighting of offices including mainte- 
nance of The Canadian Wheat Board Build- 
Lb Bo eee oes ca ashe cee et on, 
Telephones—Exchange service and long dis- 
WANCE CALS A) Ite SS ee ee Be RRR coe, 
Telegrams, cables and telex expense .................... 
Postal gemegey ce ie erie th ME PE IS oy. 
Printing, stationery and supplies............0.0..00........ 
Annual report, mini report and “Grain 
Matters (etc te maton. bs Mente te sy, 
Disthictemeetin ssa een eet meen ees 
Officeiexpense ieee We i EAA Ro. 
Travelling and transfer of staff .......0.0ccccccceccsess 
Travelling expenses—Inspectors..........ccccccccccssces. 
egalifeesiand court costsas... sae en en, 
UGA CCS Hy ce ene te ERE LEE 2. 
Computing equipment—Rental and sundries...... 
Repair and upkeep of office machines and 
equipment. cseek ee LR EEE 
Grain market publications and services ............... 
The Canadian Wheat Board share of operating 
expenses of Canadian International Grains 
DASUIEUt Cree Oe RREE LN Eine a OM, DE 


Winnipeg Commodity Exchange dues ................. 
Depreciation on building, furniture, equipment 
ANGiaUtOM0 Diles weeny eRe eee en 


171 
EXHIBIT VIII 
a) 
1984-85 1983-84 1984-85 1983-84 
$ $ $ $ 
Allocations to Operations 
15,131,273 14,686,316 1. Marketing of Producers’ Grain 
1984-85 Pool Account—Wheat ...........0..0.00... 9,945,954 
1,964,496 1,735,497 1984-85 Pool Account—Durum....................... 1,097,271 
235,956 212,116 1984-85 Pool Account—Oats 2.0.00... occcccceceeee, 33,561 
1984-85 Pool Account—Designated Oats ....... 27,160 
79,197 76,758 1984-85 Pool Account—Barley «0.0.0.0... 1,884,744 
1984-85 Pool Account—Designated Barley .... 437,451 
1983-84 Pool Account—Wheat................0....... 8,223,307 
1,424,092 1,475,438 1983-84 Pool Account—Durum ....................... 927,992 
1983-84 Pool Account—Oats ..0.0......ccccccccseeeees 22,563 
354,578 368,022 1983-84 Pool Account—Designated Oats ....... 16,304 
141,293 160,557 1983-84 Pool Account—Barley «0.0.0.0... 1,632,588 
583,765 666,414 1983-84 Pool Account—Designated Barley .... 409,140 
642,392 642,284 24,658,035 23,708,599 
156,284 152,638 
19,452 16,588 2. Distributing Final Payments to Producers 
505,709 692,626 (a) Wheat and Durum 
847,801 760,513 1983-84 Pool Account—Wheat .......... ccc 207,528 
184,653 D6 1983-84 Pool Account—Durum ....................... 30,131 
31,629 28,791 1982-83 Pool Account—Wheat...........0-..00000.. 40,966 
91,000 91,000 1982-83 Pool Account—Durum....................... 6,533 
2,383,997 1,725,593 1981-82 Pool Account—Wheat........................ 7,496 
1981-82 Pool Account—Durum....................... 1,020 
49,545 67,923 1980-81 Pool Account—Wheat .......0.-. occ. 4,114 
80,635 75,726 1980-81 Pool Account—Durum....................... $63 
1979-80 Pool Account—Wheat ........-.ccccccee, 4,855 
1979-80 Pool Account—Durum ....................... 664 
882,131 822,506 1978-79 Pool Account—Wheat ............ cece. Bee 
29,993 27,792 1978-79 Pool Account—Durum ...........0.0..0..... $13 
12,820 12,670 308,135 274,765 
(b) Coarse Grains 
274,440 352,402 1983-84 Pool Account—Oats ..0......ccceccccccesccese. 15,638 
1983-84 Pool Account—Designated Oats ....... 2,710 
1983-84 Pool Account—Barley ..........ccce. 74,931 
1983-84 Pool Account—Designated Barley .... 12,436 
1982-83 Pool Account—Oats ........cccecce-. 5,285 
1982-83 Pool Account—Designated Oats ....... 634 
1982-83 Pool Account—Designated Barley .... 11,134 
1981-82 Pool Account—Designated Oats ....... 2,045 
1981-82 Pool Account—Barley ........c cc. 4,393 
1981-82 Pool Account—Designated Barley .... 773 
1980-81 Pool Account—Oats ...000oo.o ooo. te) 13 
1980-81 Pool Account—Barley oo... 2,439 
1980-81 Pool Account—Designated Barley .... 430 
1979-80 Pool Account—Barley «00.02.00... 2,869 
1979-80 Pool Account—Designated Barley .... 503 
1978-79 Pool Account—Oats .........-..cccccccceseees 1,025 
1978-79 Pool Account—Barley ...0..0...0.....0.0.. 2,210 
1978-79 Pool Account—Designated Barley .... 394 
140,961 84,532 
3. Allocation authorized by Order-in-Council 
from Special Account—Undistributed Pay- 
ment Accounts in partial payment of 
Administrative and General Expense 
incurred in respect of the Prairie Grain 
Advance Payments Actaeeee a 1,000,000 1,000,000 
26,107,131 25,067,896 26,107,131 25,067,896 
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STATEMENT OF ADVANCE PAYMENTS TO PRODUCERS 
UNDER THE PRAIRIE GRAIN ADVANCE PAYMENTS ACT 
AS AT JULY 31, 1985 EXHIBIT IX 


ee MMH_—'[ 00 


Cash Advances Balance to 
Advances to Repaid by be Refunded 
Producers Producers by Producers 
$ $ $ 
1957-58.Crop Year ...ccccssscvscecnsecseeesnseonuerensannuszosggausnn G4 PEspioE Uae ee MARIN MRPs osnne cnn can ces taep centre eater ene kaa herman toe 35,203,467 35,200,848 2,619 
1958259 Crop Yaris. 220.2 neoseccctecccenesensssnuseanncdhautnssfsecnndeaiessint Me Argtabtvobeaaetatalsbonscotovocuapcnscorsesertgnratehsertuacete eras sevacterensdersrnee 34,369,653 34,366,768 2,885 
1959-60 Crop Years. cess csctasssccssecesossthelinssstuscosh opsin devant vtscnenesnshustys gut eniaeeuee cee isevasetans ecdnoshcobee ig aonsendetrhevsshanMeN naan se nero 38,492,505 38,490,056 2,449 
1960-61 Crop Vea iiss .ccsosiilbesscssvasbbeasiebluvelelscsbesa sunny shonsh esceedipube estaaebeetets aMUln Ga cous sconzearhass sncbayepaeqeeetagreasenstienusteeobegsreenicrs 63,912,550 63,904,499 8,051 
1961-62°GroprY Car eertice ccs cect scscorcsust ates estat ca cecaeciee ene celeetevasechy. Searesa eanbate tacts cenvscneserseceeoatanetarneenasesstrosnraareucssvetmarscrnanecs’? 16,656,713 16,651,008 5,705 
1962-63 Crop Year's..cis.ctecscsvsecsosessasesnseessesenssesosesnbcedvennsdetnanarinly Aaegi Meets seataehlitesecevsccnsseoueeesnethinapsatsbceennentedeen aap permagendczagees> 29,251,526 29,245,974 5,552 
1963-64 Crop Year :..tcsceccssscsosccssnssoanesbasnditsdesupenssenencevh shonneedeenpneatoensnacavaoae beg deeiaeetsoesucoveneorsvecascnrnscsuasennngensanunsacutrenscancenisenssect® 62,136,418 62,129,676 6,742 
1964-65 Crop. Year s.:c 25 -ciecccsicsesscsseescossseossccsneysphsvtneh ich cxeadenlanngceshyyArGigieerbee nh led ocssucnveyeonsnezenssavasancanenennyythandtecerssnassscenacnasten 32,961,844 32,955,723 6,121 
1965-66 Crop YOAL .cc.ccescssessvesonesssessseccssseonvseeptovesvardvs oanesnveshivesuapasdecrsrmeedatunedurdetyecssecssnvousneecnsedueshnvacnapendcethecthdestanyatanamenes css 40,600,386 40,596,508 3,878 
1966-67 Crop Year y.tf...ccccseccsossccnseesseecssccssessesensvsstohstbesnenedatunneyectadnesiasBieepbPeedyctidegsvsccutcccoeecnscrsneesnassssennassenseeansannrennsnbansstiseerveets 36,668,270 36,664,915 35355 
1967-68 Crop Year -.ccs.cccccssssscssssseossecensatedefusencucessuessndenoneecapensisessettasecrabthebethegeandpeescerscsenneesseconscnnsiqantetneatneccanecnuedhanciusetnnsesseertes 47,280,533 47,277,263 3,270 
1968-69 Crop Year n.d hog. tcccccsccuscscccscsizarsseewvesssstnssrssetthsoesdumapaosonteieo deena seed eteceatgcserveetsvetsasvsstsasndgatfermegvanssonacecuatncrestcacedsca?=c 151,852,319 151,770,940 81,379 
1969-70 Crop Year ..ctekeccss csc secsccssucscecsncete eesscuerspeisebss-cuediipangsgnedscUdecoherdtveds Weeteesesvsarssssverssenuseonestagniniberrs annecnt(simgenrenecr ascot 272,777,516 272,475,345 302,171 
1970-7 Crop Y car eee ye ceieri ccc resect oss te tecsse actecer sera carcnetrentreraanenesteareysarsnevst=zorsssbs Qe anyaereett er acre aaae aye Rceeeecaac 91,105,890 91,076,240 29,650 
1971-72 CEO: ¥ Ga beep cesceres tesco csc atve reteset enc dany obs an ected sx he ene Rl au Ranma cov rend ss dees pranong cones neces 68,142,360 68,104,534 37,826 
1972-73. Crop YAS jccccssesrerseccnceovsesoe cienncorsapessonnnessndeesssoucasdassanteeseezsa ot tasceetanistimectncnnenedrécuvedeedilesDigigrhs Mstcad ance romana ener ths 20,754,104 20,743,229 10,875 
1973-74, Crop Year .cceccsscssvecsovssennsesssdhbesshihtlbvebstaSussstselivsdisullnyatsndvnadssbebblleaiscunernGurbugatosccs racer coshessbantathdesnssansaeestdereaeediegenssrssianey 35,259,387 35,219,656 39,731 
1974-75 Crop Year ..ncccsecciesscccsessssssnccossestvetssndesnssssosoncus sensei ibesbesttad i depldedae studies ceavensseanvasenses then eth snslubhaceaseceusdfleneceanhes sabe nase 46,635,399 46,602,209 33,190 
1975-76 Crop Year 21... ..seccsoecsssescsccrsvessessssseessbobuvbbstlesssecsnenshaesevesssenitecassastuucesnsatesessnpesasocnarensvertisstadenibecascscuentandebderbainppsens sens 20,236,528 20,208,199 28,329 
1976-77 Crop Year oslo sssssccsssccsnssssescnssetescenucessattsusussivecnssensseensilletsutbecestuetasetidet ecunsncasssensernasaninerancnstdenscersnceradeegmeabgrarssessetes 130,592,220 130,470,100 122,120 
1977-78 Crop Year. lciscccscssvsssssccseecssesenssesusevust lovbnudt eszassevbveecees seolecr tecasevuiugrasenneenasernnvonzssnnbsetteapohesnscosnceeaedpigaghs tepersereceahse 119,090,916 118,909,208 181,708 
1978-79 Crop Year .isdeccccsseccsssscssescrveerseecsussssscosstttblssssansanesvonsucehdessnccnlvecrssasutecrseessstonsessssssnensanessaaceusnansbartscensasseegaiaahetembescucensst 151,316,450 151,189,627 126,823 
1979-80 Crop Year coc..cccccccccssscsetecssesseseessesssssssstssstlbessssssusesssusssseenselvecteseentetsnvocnncssnsossuscasscenessunssasecsnuesessesuseeasceddeenanetbtarnascesss 99,146,581 99,054,697 91,884 
[98281 Crop ry Carehcbe sc. tcccescceccseecsseacersezss4 ses tegen seuss ivente de Retest oye cease cer Sepcesuaeeestasstesscsduzeuhccoascnvereveusereventsnesegaaeccsaneyot= 61,640,150 61,591,275 48,875 
[9ST2S2IGSrop Year ete ees fese eee ry aN crcn ent malta sede suerte etree ots. vas cbasaseedtectraphevotaceseetentyacaaeerrranr asters 333,688,190 333,089,537 598,653 
1982283(Crop Y cates stern ek ee ete eess Mee RENO cere aPENGSeanth ce ttece rc seanoreetez tee ed veeeszvage ates -aGtacvanestondzns Cor oneamucnemcoicaematts 309,022,755 307,774,142 1,248,613 
1983-84" Craphy can tetre e eteee etree eenettls ee ere ea peerascens suet esnennseaaetutrss itera eterrcrsnedscrsorsucraaocuerveeevecrascnzzrs#rr-caricttyr: 286,736,519 284,765,718 1,970,801 
1984285! Crop Vea nee cccc. cesses ee sees ect aees ses sie docs tT sts te Mccbae Rettes Reeds eon tate cateetceey ts ecveansar=srczatvacesnsneeon cbedcrtertianecsursarsctrest® 201,308,812 189,417,363 11,891,449 


2,836,839,961 2,819,945,257 


Balance to be refunded by Producers as at July 31, 1985 ...........cccccccccseeeccececee tees eeeeneeeesesseneneseesnesssseeteesssneseesserseneneeseeeieney 16,894,704 

Add: bank interest to July 31, 1985 payable by the Government of Camada.............cccccccctciete ee ete res ete ees tenner neeeneseeeeenen 105,734,059 
Less: amount paid to July 31, 1985 cccccceccesecesscrssvtevsvcsayscsstecosaecossssevsanngossvapsnorecsvrtscustasesetvenssovoyastsedsececherannerscteaterneyistsathesae 105,664,187 69,872 
16,964,576 

Deduct: balance of funds received to cover advance payments in default 

Governments Of Gamada eree.c. sete etc rae se eee ee ree ct se tee to cee ra ramen tan far corer sceretnesthsatecsseraeahrdvenastanrncacce 1,113,035 

Line Elevator @ompaniesy....-.ettaek seers tees eects tan rteeee, reciars fs tedees sate ceca ena gacersateneneasesesnenessiceeseorsanencrgrarterateerese in 71,703 
Interest received on default payments ............ccccccccscscctesteescsescscsssseeseesssscvescccscncseseseaesenearseneneneevessseseseesssersasseneseneseresenencastenes 10,341,430 11,526,168 


Owing to the Canadian Wheat Board as at July 31, 1985 o.oo. cece tte sete reer etre ceereteersesenseesseeeseneseseseeeistenseseneteceets 5,438,408 
Pelagia dda EL aed aS AA, es AE ee a a Pe ee 
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STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 
FOR THE YEAR ENDED JULY 31, 1985 EXHIBIT X 
$ $ 
BolanccoL Special: Accountasatsuly Sle O84ien ct OLR Meee BO, I te a ds Oe ee Dal 1835315 
Transfer to Special Account authorized by Order-in-Council P.C. 1985-2261 from the following 
MiBeincathayment ACCOUNL mercies Ratt tee eine Ma fen ee UN Mme eee MEADOR Ue ee 812,614 
a odaBarieysPayment/ACCOUNt pe minum sence nema uss ee ee oy cst ae TE HO ie DE 296,826 
eeDesisnateds Bailey PaymenteAccounts: sn haem -cnrsia ta 2; Beet meiner scenes ee ee ee eh eet 87,391 1,196,831 
6,975,346 
Expenditures 
Unexpended Authorized Unexpended Expended 
Authorized by as at Crop Year as at Crop Year 
Order-in-Council No. Description of Purpose July 31, 1984 1984-85 July 31, 1985 1984-85 
$ $ $ $ 
P.C. 1985-2262 Remote Sensing Crop Monitoring Project ................. 33,000 33,000 
P.C. 1985-1946 General Promotion and Overseas Advertising ............ 124,454 140,000 176,009 88,445 
P.C. 1985-1945 Customen MissioniProgramiemeseteeet ee hee, 282,951 360,000 568,515 74,436 
P.C. 1984-2642 MarketiDevelopmente me ann. ae maeertetne yr eee. 500,000 359,167 140,833 
P.C. 1984-1185 SOURPA NMIVETSA Yih ee haere cas Ne IV 224,226 224,226 
P.C. 1983-3764 Canadian HY320 Wheat Testing Program ............... 28,298 22,510 5,788 
P.C. 1983-2007 Canadian International Grains Institute Capital 
| Expenditures’. es tee eee ete teen ene 86,288 69,539 16,749 
P.C. 1983-2003 Joint Policy Coordinating Committee of Canada and 
United States Wheat Producers ...00..0..0.ccccccccccccecsess 90,030 88,133 1,897 
P.C. 1983-806 Prairie Grain Advance Payment Act—Administra- 
LION ene crc taore ct ern ene) wk 1,000,000 1,000,000 
P.C. 1981-3436 Scholarship and Assistantship Program..................... 36,517 243,483 30,142 249,858 
2,372,764 776,483 1,347,015 1,802,232 
1,802,232 
5,173,114 
Seesreviicnts to producers against old payment.accounts <-. ete ccc ac eR Oe UE ORE. bide We ies 1,558 
Balance of Special Account as at July 31, 1985 5,171,556 


‘As at July 31, 1985 there were unexpended authorizations totalling $1,347,015 leaving an unexpended balance of $3,824,541 in the Account. 
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FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS a 


The Financial Statements of the Canadian Wheat Board including 
notes thereto for the crop year consist of the Balance Sheet (Exhibit I), 
which sets forth the financial position of the Board as at July 31, 1985, 
together with other statements (Exhibits II to X) showing the results 
of Board operations for the year. 


The practice of the Board is to include in its accounts at July 31, the 
final operating results of pool accounts when marketing operations 
have been completed before the issuance of the annual report. Opera- 
tions on the 1984-85 Pool Accounts for Wheat, Amber Durum Wheat, 
Designated Oats, Barley and Designated Barley were completed on 
September 30, 1985 and for Oats on November 15, 1985. Details of 
the final operating results of these pool accounts with commentary 
thereon are presented in this section of the report. 

Although the basic measurement for grain has been the “tonne” 
since February 1, 1978, for your information a tonne equals 36.74371 
bushels of Wheat, 64.84183 bushels of Oats or 45.92963 bushels of 
Barley. 


Pool Account — Wheat 


Initial Payments 


During the crop year the Board was authorized to purchase wheat 
from producers at a fixed initial price of $170.00 per tonne for No. 1 
Canada Western Red Spring. 


Supplies of Wheat 


Supplies of wheat in the 1984-85 Pool were 16,768,797 tonnes, com- 
prised of 16,192,572 tonnes delivered by producers, 93,765 tonnes 
acquired from other than producers and 482,460 tonnes purchased 
from the previous pool. 


Grade Pattern 


Deliveries of grain to the 1984-85 Pool Account were of marginally 
higher quality compared with receipts in the previous pool. Deliveries 
of Nos. 1 and 2 Canada Western Red Spring totalled 13.288 million 
tonnes or 82.06 per cent of total receipts, while No. 3 Canada Western 
Red Spring receipts of 1.505 million tonnes amounted to 9.29 per cent 
of total receipts. 


Deliveries of Utility grades including Canada Feed amounted to 
.410 million tonnes or 2.54 per cent of total producer deliveries. 
Approximately 1.29 per cent of producer deliveries graded tough while 
.14 per cent graded damp. 


Final Statement of Operations and Surplus for Distribution to Pro- 
ducers — Wheat — Table A 


Marketing operations on the Pool Account for Wheat resulted in an 
operating surplus of $298,637,686. After allowing for the cost of issu- 
ing the final payment and adding estimated interest earnings subse- 
quent to September 30, 1985, the net surplus for distribution to pro- 
ducers amounted to $306,083,979. This represents an average of 
$18.903 on producer deliveries of 16,192,572 tonnes. Table B shows 
the total price realized by producers at $186.373 for No. | CW Red 
Spring, comparable with $193.980 for the previous pool. 


STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 


ON THE 1984-85 POOL ACCOUNT — WHEAT 
FOR THE PERIOD AUGUST 1, 1984, TO SEPTEMBER 30, 1985 
(with prior year figures for the 1983-84 Pool Account for comparison) 


Deduct Operating Costs 
Carrying charges 

Country elevators 

Terminal storage 

Total Carrying Charges 

Bank interest and net interest on other Board accounts 

Demurrage 

Additional freight—To terminals 

—Freight rate change 

Handling and stop-off 


Interest and depreciation on Wheat Board hopper cars 
Wheat Board administrative expenses 


Total Operating Costs 


Surplus on Operations 
Add: interest earned after September 30 (1983-84 October 31) 
Deduct: cost of issuing final payment 


Surplus for Distribution to Producers 


TABLEA 


1984-85 Pool Account 


Rate per 
Amount tonne 


1983-84 Pool Account 
Rate per 


Amount tonne 


16,192,572 tonnes 20,186,978 tonnes 


$ $ $ $ 
3,181,675,758 196.490 3,975,923,801 196.955 
2,722,955,091 168.161 3,352,896,639 166.092 
458,720,667 28.329 623,027,162 30.863 
88,292,322 5.453 89,905,467 4.453 
2S, 0N9s2352 1.734 18,909,270 938i 
116,371,554 7.187 108,814,737 5.390 
12,300,778 760 (3,463,630) Gli72) 
(2,416,042) (.149) (435,169) (.022) 
5,606,478 346 2,422,929 .120 
(2,608,292) (.161) 8,246,530 409 
1,055,877 .065 (49,462) (.002) 
767,681 .047 1,713,617 .085 
10,170,355 628 9,424,620 .467 
18,834,592 1.163 17,750,708 879 
160,082,981 9.886 144,424,880 7.154 
298,637,686 18.443 478,602,282 23.709 
7.59055 469 11,883,105 588 
144,422 .009 158,424 .008 
306,083,979 18.903 490,326,963 24.289 
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TOTAL PAYMENTS RECEIVED BY PRODUCERS 
FOR PRINCIPAL GRADES OF WHEAT BASIS IN 


STORE THUNDER BAY OR VANCOUVER TABLE B 
Initial Final 
Grade payments payments Total 


(dollars per tonne) 
Red Spring Wheat Grades 


No. | Canada Western Red Spring..... 170.00 16.373 186.373 
No. 2 Canada Western Red Spring..... 164.21 19.899 184.109 
No. 3 Canada Western Red Spring..... 159.21 N22 aA) 171.507 
INomiu@anadanW Ut vee smears: 139.2) 12.297 167.507 
INGa2@anaday UD tyee retainer: 141.21 14.297 155.507 
@anadanee daareeeceesi see ecm ree eacs 138.21 3.297 141.507 
No. | Canada Western Red Winter.... 159.21 1e207) 171.507 
No. 2 Canada Western Red Winter.... 156.21 13.297 169.507 
No. | Canada Western Soft White 

Springs ere ee oo ce ss 147.21 19.297 166.507 
No. 2 Canada Western Soft White 

S Prine tah erie eee MEO A isiiccr nots 144.21 21.297 165.507 


| Operating Costs 
| Operating costs incurred applicable to the pool were $160,082,98 1 


| or $9.886 per tonne. Details of the principal costs and comment 
| thereon follows: 


Carrying Charges — $116,371,554 


| Total carrying charges incurred by the Board, including storage and 
| interest charges on wheat in country elevators and storage on wheat in 
| terminal elevators amounted to $1 16,371,554 or $7.187 per tonne. 


Bank Interest and Net Interest on Other Board Accounts — 
‘I $12,300,778 


__ This consists mainly of bank interest and interest paid to or received 
_ from other Board accounts. Interest paid, exceeded interest earned by 
| $12,300,778 or $.760 per tonne. 


j Additional Freight — To Terminals — $5,606,478 — Freight Rate 
| Change — ($2,608,292) 


_ During the crop year the Board paid $5,606,478 of additional 
| freight arising out of the movement of grain in adverse direction. 


' With the abolition of the Crow’s Nest Pass freight rate on Decem- 
_ ber 31, 1983, freight rates increased by approximately 18% on January 
| 1, 1984 with a further increase of approximately 31% on August 1, 
1984. However, on August 1, 1985 freight rates declined by approxi- 
| mately 22% and the Board collected the resulting freight saved on the 
country stocks held by its agents on August 1, 1985 amounting to 
_ $2,608,292 in the Wheat account. 


_ Drying Charges — $767,681 
Drying charges for 1984-85 totalled $767,681, a significant decrease 


_ from the previous year, reflecting the lower percentages of tough and 
| damp grain delivered to the pool under review. 


Interest and Depreciation on Wheat Board Hopper Cars — 
$10,170,355 

Costs for the use of the Board’s 2,000 hopper cars include deprecia- 
tion and interest. Hopper car expenses attributable to the 1984-85 
Wheat Account totalled $10,170,355 compared to $9,424,620 for the 
| previous pool. 


Pool Account — Amber Durum Wheat 


Initial Payments 


During the crop year the Board was authorized to purchase wheat 
from producers at a fixed initial price of $180.00 per tonne for No. 1 
Canada Western Amber Durum Wheat. 


Supplies of Amber Durum Wheat 


Supplies of Amber Durum Wheat in the 1984-85 Pool were 
1,794,691 tonnes, comprised of 1,786,421 tonnes delivered by pro- 
ducers and 8,270 tonnes acquired from other than producers. 


Grade Pattern 


Receipts of Nos. 1, 2 and 3 Canada Western Amber Durum totalled 
1.769 million tonnes or 99.01 per cent of total producer deliveries. The 
tough and damp grades delivered amounted to .11 per cent of the total 
receipts. 


Final Statement of Operations and Surplus for Distribution to Pro- 
ducers — Amber Durum Wheat — Table C 


Table C shows the operating results of the Pool Account for the crop 
year. Marketing operations resulted in a surplus of $41,422,295. Oper- 
ating expenses totalled $15,588,778 for the year or $8.726 per tonne. 
The principal cost was carrying charges amounting to $11,960,477 or 
$6.695 per tonne. After allowing for the cost of issuing the final pay- 
ment and estimated interest earnings subsequent to September 30, 
1985, the net surplus for distribution to producers was $42,448,995. 
This represents an overall average of $23.762 per tonne on producer 
deliveries of 1,786,421 tonnes. Table D shows the total payment 
received by producers for the principal grades of Amber Durum 
Wheat delivered during the crop year. This table shows the total price 
realized by producers for No. 1 Canada Western Amber Durum 
Wheat of $204.853 per tonne, compared to $204.043 per tonne for the 
previous pool. 
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STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 
ON THE 1984-85 POOL ACCOUNT—AMBER DURUM WHEAT 
FOR THE PERIOD AUGUST 1, 1984, TO SEPTEMBER 30, 1985 


(with prior year figures for the 1983-84 Pool Account for comparison) TABLE C 
1984-85 Pool Account 1983-84 Pool Account 
Rate per Rate per 
Amount tonne Amount tonne 
Receiptsifrom! producers ees cet ice ae ence ae nee ne eer 1,786,421 tonnes 2,278,079 tonnes 
$ $ $ $ 

Sallesivallie:: sesruevetear a cate 0 Se we Be echt so eR 376,051,666 210.506 475,588,757 208.767 
Initialgpayments to producers. wesc nares aceite cone et ene nee eee 319,040,593 178.592 406,403,268 178.397 
GIROSSIS UN PLUS), secs Ree ose eae Beare etna angean T-Meter cat Res eR R oes 57,011,073 31.914 69,185,489 30.370 


Deduct Operating Costs 
Carrying charges 


Country elevators eeseeicecsse.<eek cers res soars aka a ee oeiad eyes bane eee kee ee 7,863,782 4.402 10,884,477 4.778 
erminal Stora Ge ecco c Oe ck ce. ee heag ro eas ee baie etnies cops ee ea ees 4,096,695 2.293 2,442,679 1.072 
Total carrying charges <2. 24.4 200i cccr a ccek Jat ceoa nie Poteet ee eee 11,960,477 6.695 13,327,156 5.850 
ITLEL eS ts ctine ete feet rcceartttees eat ees ce at ec SA a as eR ee 2,045,742 1.145 (274,924) (.120) 
Demiurtage 2), Seay Oe Ed Oe Sree ate ah Bee eee cece tete ers cen Maer Senta: (1,748,659) (.979) 1,495,075 .656 
Additionalifreight ==Morterminalst: iste. cosce crete eer se eee enero teas. 239,158 134 269,658 118 
=——Freightrate’ changese.2..00 5. care. see set en meee ete. (115,901) (.065) 701,687 308 
Handlingiand:stop-offie 288 ote. neat Anc Remsen sated ed ete ss 3,642 .002 
Dyin. 222. sacstecacsoteaah bse: hares snen Me wec ear abun cee viet wee ay eee aE ee eR 8,037 .005 2,793 .001 
Interest and depreciation on Wheat Board hopper Cars.............:c:ccccceeseseteteeereeeeeteeeees el 2O27 .628 1,063,558 .467 
Wiheat-Boardrad ministrative expensesmeem . mee. erm rsreemerecuen: etane enna: eee eee 2,077,897 1.163 2,003,149 .879 
Total: Operating, Costs cs. vc dcme copes eticases nee tne oe eae eC ey ee coca a 15,588,778 8.726 18,591,794 8.161 
Surplusion Operations <2 scree cuca ecuettacs so ecsete Sheeran nee ee cama e c 41,422,295 23.188 50,593,695 22.209 
Add: interest earned after September 30 (1983-84 October 31) 0.0... 1,052,864 589 1,256,179 ES Sil 
Deductscost-Of 1SSuing imal pay Aen ce cence eter vce eee a ean eee eee 26,164 O15 24,141 010 
SurplusiforDistributionjtowerOGucers: sce. ceyee ces rc see ee ee eeeeee 42,448,995 23.762 51,825,733 22.750 
TOTAL PAYMENTS RECEIVED BY PRODUCERS FOR Pool Account—Oats 


PRINCIPAL GRADES OF AMBER DURUM WHEAT 


C Ay : WA f 
BASIS IN STORE THUNDER BAY OR ommencing August 1, 1981, as authorized by Order-in-Council, 


oats selected and accepted from producers for use in processing and 


VANCOUVER TABLE D milling for human consumption, has been set up in a separate pool 
under the caption “Designated Oats’. As a result, the transactions 
Init; : described here consist mainly of marketing results related to feeding 
nitial Final 
Grade payments payments Total grades of oats. 


(dollars per tonne) Initial Payments 


Amber Durum Wheat Grades 


RSM ECan Sdae Wiesier nce Anibee During the crop year the Board was authorized to purchase oats 


Diino ern aed Lk 180.00 24.853 204.853 EROnn pa uesroL tal Sredenitial priconr LOO peu vumnceogy cay 
No. 2 Canada Western Amber Feed Oats. 

DURUM enc econ eee tens 177.21 22.643 199.853 
No. 3 Canada Western Amber Grade Pattern 

DULU II Ree ne tre Rhee cae 175.21 19.643 194.853 Deliveries of Nos. 1 and 2 Canada Western Oats comprised .44 per 
No. 4 Canada Western Amber cent of producer deliveries with feeding grades constituting the 
Agnew gs ewe. 159.21 20.643 179.853 remaining 99.56 per cent of total receipts. Board receipts of tough and 

damp oats made up 3.04 per cent of deliveries. 


| DATTA ri escba cecrac ence sceannceteascemnaneceaareenne 153.21 153.210 


Final Statement of Operations and Surplus for Distribution to Pro- 
ducers—Oats—Table E 


Table E shows the operating results of the Pool Account for the 
1984-85 crop year. Marketing operations resulted in a surplus of 
$675,422. Operating expenses totalled $599,910 or $10.979 per tonne. 
The principal cost was carrying charges amounting to $479,869 or 
$8.783 per tonne. After allowing for the cost of issuing the final pay- 
ment and estimated interest earnings subsequent to November 15, 
1985, the net surplus for distribution to producers was $688,372 which 
represents an overall average of $12.599 per tonne on producer deliver- 
ies of 54,639 tonnes. Table F shows the total payment received by pro- 
ducers for the principal grades of oats delivered during the crop year. 
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1984-85 Pool Account 


177 


TABLE E 


1983-84 Pool Account 


TOTAL PAYMENTS RECEIVED BY PRODUCERS 
FOR PRINCIPAL GRADES OF OATS 
BASIS IN STORE THUNDER BAY OR 


VANCOUVER TABLE F 


Initial Final 
payments payments Total 


(dollars per tonne) 


Grade 


Oats Grades 


Nos li@anada Westernh. .tiete. nett: 106.00 19.022 125.022 
INo»2 Canada Westernee.crer. eee 104.00 19.022 123.022 
Extrav Nol heedute, Se. ciety nthe 102.00 12.605 114.605 
INOW lu COG tense ep ay ae i es 100.00 12.315 112.315 
INOS ch CCC: eerie et terres, eaten 95.92 13.395 109.315 


Pool Account—Designated oats 


Beginning with the crop year commencing on August 1, 1981, oats 
that have been delivered to the Board to be sold by the Board to pur- 
chasers who have selected and accepted the oats for use in processing 
and milling for human consumption, has been set up in a separate 
account. This account has been labelled “Designated Oats” and the 
results of operations on this account with comment thereon are con- 
tained in this section of the report. 


Initial Payments 


During the crop year the Board was authorized to purchase Desig- 
nated Oats from producers at fixed initial prices of $140.00 and 
$138.00 per tonne for Nos. 1 and 2 Canada Western Oats respectively 
and $134.00 per tonne for No. 1 Feed Oats. 


| Rate per Rate per 

| Amount tonne Amount tonne 

| 

| RIOCEIpts: (romp PROGUCETS PEs Or cac ee eenc erat a stirs cote eign eee aL MUM erty Sneed cashes ash 54,639 tonnes 55,389 tonnes 

$ $ $ $ 

| SAS AVAL Ue ee elt ce Ne Oe OR reise ofort etc AR SRR obs. ac easy UR R MER Bross boa ax fosees 6,691,733 122.472 6,738,895 121.664 

| Initialypayments tO ProgduUCerspe tas ccsccsersc1 AM ele b cose scusens SoveseMeepame gaeeec Pas soeeess cease sass 5,416,401 99.131 5,496,654 99.237 

RG TOSSAS UTD US orice ee ce ces POEM EMM nr Occ MOR TRIE 5c us va bugnaacnt MRM ROR RC Sins suns ded nena 1275352 23.341 1,242,241 22.427 

_ Deduct Operating Costs 

| Carrying charges 

GOUMEN VCE VAtOLS mere Mee co rates. ts MNO oid dsc sansdeu sar nre ee estes bearded es beeaee: 285,692 5.229 374,439 6.760 

Merri inalystoLage eww ee ree terctsterses occ RO et cs. cche oecea ee HM MEME ee scacer agence in 194,177 3.554 181,254 See 

| Mh otalu@arnyin geehar pes eee tesa iacss eA oe ore teas cess ae PMR MRE Roatan tena te 479,869 8.783 $55,693 10.032 

|W OUST OR ie seeseraeanacnisg seca lat Sets 8 SES A ED 5 NR ND NEN RE ATER ore 3,410 .062 20,530 371 

Ber A dditionaltiincieht—— Noten nal Paneer cress lengua cones verses secant cas weateroe. ce enccne-neeerar 98,106 1.796 177,403 3.203 

| pa reignt rare can esr caterer cue yy cr umen neg nes cre cased say econ (84,660) (1.550) 28,989 23 
Interest and depreciation on Wheat Board hopper Cars.............ccccccceeeeeeeeseteteeereeees 34,318 .628 25,859 .467 

Be HeatBoardadministhavive xX PCNSCS icc acest st ccyeaserner eee ts recee race enact encerse: 68,867 1.260 48,705 879 

Mmotal © pera tin Ss COsts arene x sree csttee tect ctee ses ase oncte dea atsanene ash ememanee Ssstachrcnanesesee% $99,910 10.979 857,179 15.475 

1 SUPplUS!ON Opera lon smwwmeanc meets ers Lee meee. MEME inocu nanan Aa asacaecnen sassy apes 675,422 12.362 385,062 6.952 

| Add: interest earned after November 15 (1983-84 October 31) 00.0... 17,168 314 9,560 ols: 

Re caiie/scostaotussulneainal payimentier eee oe oe ean eaten merce rca! 4,218 077 3,859 .070 

SESH GD Us HOD ISiGIDUti Ont PLOGUCCIS seme ratse ter nts ceecauareeeeiery fener ena cance enn: 688,372 12.599 390,763 7.055 

i 

\ 

i 


Supplies and Grade Pattern 


Supplies of oats in the designated pool were 44,219 tonnes represent- 
ing deliveries to the Board by producers during the crop year of oats 
which were selected and accepted by purchasers for use in processing 
and milling for human consumption. Receipts of Nos. 1 and 2 Canada 
Western Oats totalled 30,019 tonnes or 67.89 per cent of total deliver- 
ies. Feeding grades totalled 14,200 tonnes or 32.11 per cent of total 
receipts. 


Final Statement of Operations and Surplus for Distribution to Pro- 
ducers—Designated Oats—Table G 


Table G shows the operating results of this pool account for the crop 
year. Marketing operations resulted in a surplus of $813,196. As to 
operating costs, it should be noted that the Designated Oats Pool, by 
its very nature does not incur the handling expenses normally related 
to feeding grades of oats. It is not stored by the Board, being selected 
by the purchaser and shipped at his request from farm to processing 
plant via the country elevator. As a result, the only expenses incurred 
attributable to such oats were costs related to hopper cars owned by 
the Wheat Board and administrative charges totalling $79,207 or 
$1.791 per tonne. These expenses were more than offset by interest 
earnings of $95,397 or $2.157 per tonne on the accumulating surplus 
in the pool. After providing for the cost of issuing the final payment 
and adding estimated interest earnings subsequent to September 30, 
1985, the net surplus for distribution to producers was $833,202 or 
$18.843 per tonne on producer deliveries of 44,219 tonnes. Table H 
shows the total payment received by producers for the principal grades 
of Designated Oats delivered during the crop year. 


178 


THE CANADIAN WHEAT BOARD—Continued 


PUBLIC ACCOUNTS, 1985-86 


FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS—Continued 
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eee 


Receipts from Producers ...........ccecscccccssecseesscecsecrtecnecrnetessecersssrssneessserersesgneceteeeacenecteteasesen 


SEATS UN LY: eee eee ts acca acib sc ser Repo eect beso cocn agen uceat beatae Guano ated asce Aven aReRn ano Ren 
Initial prices paid to producers ...........c.cccccescec testes teres estes sense res eeseateseetentcentneecrergeeeneereneey 
GGTOSSESUT PIU Sect sec ee cea ee cee ee renee 
Deduct Operating Costs 
Interestrandibankechargesheces creer te rere ere caresses: croeeeratners 
Interest and depreciation on Wheat Board hopper Cars...........cc cette 
Wheat Board administrative Expenses ............1:....c0ccssce-ecseesesacnesneneceecenesrenteteeesessesseeess 
MotaliOperating Costs yess ec ccercc ces: eens caersnceneracvenereovesses es sceesccsrnestvenensnyersscece™ 
Surplus on Operations ......0....c.c.ccccceccesesessesnenetneceeeetertennenernensenesestseseenesensenerecenneneerereesczsn 
Add: interest earned after September 30 (1983-84 October 31) 
Deduct: cost of issuing final payment 


Surplus for Distribution to Producers............ccc-ccccssecseeteceeseeeesneeseeseeeneseceeeesensenrenseneceeretety 


TOTAL PAYMENTS RECEIVED BY PRODUCERS 
FOR PRINCIPAL GRADES OF DESIGNATED OATS 
BASIS IN STORE THUNDER BAY OR 


VANCOUVER TABLE H 
Initial Final 
Grade payments payments Total 
(dollars per tonne) 

Oats Grades 
Nos @anadayWesternie......- 2 140.00 20.746 160.746 
INow2uCanadanwWestennineres arse 138.00 20.746 158.746 
ExtragNowlukeed sete se: mene 136.00 16.246 152.246 
INOn skeed. 26 et ee sae ee eee 134.00 14.246 148.246 


TABLEG @ 


1984-85 Pool Account 1983-84 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
44,219 tonnes 40,023 tonnes 
$ $ $ $ 
6,858,685 155.108 6,067,327 151.596 
6,061,679 137.084 5,498,760 137.390 
797,006 18.024 568,567 14.206 
(95,397) (2.157) (77,206) (1.929) 
27,773 .628 18,685 .467 
51,434 1.163 35,193 879 
(16,190) (.366) (23,328) (.583) 
813,196 18.390 591,895 14.789 
20,670 .468 14,696 367 
664 015 612 O15 
833,202 18.843 605,979 15.141 


Pool Account—Barley 


Since August 1, 1975, as authorized by Order-in-Council, barley 
selected and accepted from producers for the use of malting, pot or | 
pearling, has been set up in a separate pool under the caption “Desig- | 
nated Barley”. As a result, the transactions remaining in the Barley | 
Pool Account described here consist mainly of marketing results | 
related to feeding grades of barley. 


Initial Payments i 


At the beginning of the crop year the Board was authorized to pur- 
chase barley from producers at a fixed initial price of $110.00 per 
tonne for No. 1 Feed Barley. Effective November 19, 1984, the initial 
price for No. 1 Feed Barley was increased to $125.00 per tonne. 


Supplies and Grade Pattern 


Supplies in the regular Feed Barley pool were 3,085,525 tonnes com- 
prised of 3,068,472 tonnes delivered by producers and 17,053 tonnes 
acquired from other than producers. Deliveries of Nos. 1 and 2 Feed 
Barley comprised 98.21 per cent of the producer deliveries in the pool. 
Board receipts of tough and damp barley made up 3.91 per cent of 
deliveries. 


Final Statement of Operations and Surplus for Distribution to Pro- 
ducers—Barley—Table I 


Table I shows the operating results of the Pool Account for the crop | 
year. Marketing operations resulted in a surplus of $19,066,956. Oper- 
ating expenses totalled $13,401,539 for the year or $4.367 per tonne. 
The principal cost was carrying charges amounting to $8,080,834 or | 
$2.634 per tonne. After allowing for the cost of issuing the final pay- 
ment and estimated interest earnings subsequent to September 30, 
1985, the net surplus for distribution to producers was $19,497,704. 
This represents an overall average of $6.354 per tonne on producer 
deliveries of 3,068,472 tonnes. Table J shows the total payment | 
received by producers for No. 1 Feed Barley as $131.297 per tonne. 


| PRINCIPAL GRADES OF BARLEY 
| BASIS IN STORE THUNDER BAY OR 
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STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 
ON THE 1984-85 POOL ACCOUNT—BARLEY 
FOR THE PERIOD AUGUST 1, 1984, TO SEPTEMBER 30, 1985 


(with prior year figures for the 1983-84 Pool Account for comparison) TABLE I! 
1984-85 Pool Account 1983-84 Pool Account 
Rate per Rate per 
Amount tonne Amount tonne 
BBN OCE PUSAN CO MIMO UW CONS ce rae ae ree eee eect Rr 3,068,472 tonnes 4,007,756 tonnes 
$ $ $ $ 

SEATS TSE dolor oP hoe Pan ORs ins dan IR yd nt RE Rie pA R CC ce 414,730,903 135.159 557,270,427 139.048 
Initially paymentsitO|PLOGU Cen Steines eee eee ey eae cc carrera eer Re cr 382,262,408 124.578 438,761,246 109.478 
ES OSSES UTP) US reat eee err ee eee cee sea ct ene eect or eresresnealan 32,468,495 10.581 118,509,181 29.570 


Deduct Operating Costs 
Carrying charges 


Gouintinyselevatonswmr ree tee ee ee te ete corse arte terete eee rere ons 4,724,253 1.540 4,683,339 1.169 
Merminalistoragemen meer eset cei hte. soa: eee nena eee Re Prec cR ott Matern 3,356,581 1.094 2,246,162 560 
Totall@arnyins (@hanges cer: sac eecck cece tite ee ce eee tee eee reapers 8,080,834 2.634 6,929,501 1.729 

” DPS REST Se went, tan Senne onan ack 2 aac ah cs Bee Re ct SEC nL ARS (1,306,516) (.426) (7,543,393) (1.882) 
PDOMUL ABE oo... ec cases seccnnersteeneeeeeenacesnesessnceonscennneentacessisesouseesnacenntneetvanecgrsesstenastennarctisersty (449,348) (.147) 1,941,439 484 
xe ditionalitrelsht—— No ternal Spee rarer ee erate tem ea ena e tenets 1,897,338 618 902,833 225 
a Ereightratexc han ges sere e etc contre asec (893,639) (.291) 207,308 052 
Mi anidlinganidlstop-! (een erste Rome een ter ferent ect et once (52,098) (.017) (108,820) (.027) 
OUI Yeeros tei Gece sant eas ae erect a 628,571 205 275,505 .069 
| Interest and depreciation on Wheat Board hopper Cars..............::::cceeee reenter: 1,927,267 .628 1,871,085 .467 
| Wheat Board administrative ©xpemSeSts 1. -ee a cceneees-ee-earessesmtetee sh Pncteeaeee Beare osteer sss 3,569,130 1.163 3,524,080 879 
_ Total @perating Costs Mme te cre cere, OR cco cane eRe era cesee tetra 13,401,539 4.367 7,999,538 1.996 
-—-SROTOUICTIS Cra) ONS ALTOS cass. ssastscegodoesjenene: ocean ones nacoakapases ao sdb odsoae 900 sor riocd 0a LAnagObOEROBO rE GENoE 19,066,956 6.214 110,509,643 27.574 
_ Add: interest earned after September 30 (1983-84 October 31)... ccs 484,640 158 2,743,818 685 
MM cat chacost Ofsissuinginalipay ten reser eran eee weet nen carters nee eerere merneemer never este es rs. 53,892 018 68,193 O17 
BSUnplUS fOr Distribution tojProducersewen te cai cree eso eanetememereeners ett: teres srr 19,497,704 6.354 113,185,268 28.242 
1 
| TOTAL PAYMENTS RECEIVED BY PRODUCERS FOR Pool Account — Designated Barley 


As stated previously, since August 1, 1975, barley that has been 
delivered to the Board to be sold by the Board to purchasers who have 


VANCOUVER TABLE J selected and accepted the barley for the use of malting, pot or pearling, 
has been set up in a separate pool account. This account has been 
it ; labelled “Designated Barley” and the results of operations on this 
Initial Final 3 8 y ‘ ; P : 
rade payments payments Total account with comment thereon are contained in this section of the 
(dollars per tonne) repo 

Barley Grades Initial Payments 
e Ree eee ae ae ae eee, one At the beginning of the crop year the Board was authorized to pur- 
Reo Cande Wenn Iwokow 0 12693 6.867 133.797 chase Designated Barley from producers at a fixed initial price of 
eel becd ence ee eee 125.00 6.297 131.297 $140.00 per tonne for No. 2 Canada Western Six-Row and No. 2 
INOSO Feed te ate enn eee ss! 122.43 8.177 130.607 Canada Western Two-Row. Effective November 19, 1984, the initial 


price was increased to $155.00 and $165.00 per tonne for No. 2 
Canada Western Six-Row and No. 2 Canada Western Two-Row 
respectively. 


Supplies and Grade Pattern 


Supplies of barley in the designated pool were 712,195 tonnes repre- 
senting deliveries to the Board by producers during the crop year of 
barley which has been selected and accepted by purchasers for the use 
of malting, pot or pearling. Of these receipts 481,019 tonnes or 67.54 
per cent were row grades and 231,176 tonnes or 32.46 per cent were 
feeding grades. Receipts of tough and damp grades totalled 4,422 
tonnes or .62 per cent of total. 
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Final Statement of Operations and Surplus for Distribution to Pro- 
ducers — Designated Barley — Table K 


Table K shows the operating results of this pool account for the crop 
year. Marketing operations resulted in a surplus of $24,664,728. As to 
operating costs, it should be noted that the Designated Barley by its 
very nature does not incur the handling expenses normally related to 
feeding grades of barley or other grains. It is not stored by the Board, 
being selected by the processor (buyer) from a producer’s sample and 
is shipped on buyer’s call directly from farm to processing plant via the 
country elevator. As a result the only expenses incurred attributable to 
such barley were costs related to hopper cars owned by the Wheat 
Board and administrative charges totalling $1,275,718 or $1.791 per 
tonne. These expenses were more than offset by interest earnings of 


$2,527,411 or $3.549 per tonne on the accumulating surplus in the 
pool. After allowing for the cost of issuing the final payment and 
estimated interest earnings subsequent to September 30, 1985, the net 
surplus for distribution to producers was $25,284,020 or $35.501 per 
tonne on producer deliveries of 712,195 tonnes. This is compared to 
$32,149,480 or $32.009 per tonne for the previous year. 


Table L shows the total payment received by producers for the prin- 
cipal grades of Designated Barley. The final return to producers for 
deliveries of No. 2 Canada Western Six-Row and No. 2 Canada West- 
ern Two-Row was $188.937 and $199.401 respectively, compared to 
$168.085 and $176.625 for these two grades respectively in the previ- 


ous pool. 


STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 
ON THE 1984-85 POOL ACCOUNT—DESIGNATED BARLEY 
FOR THE PERIOD AUGUST 1, 1984, TO SEPTEMBER 30, 1985 


(with prior year figures for the 1983-84 Pool Account for comparison) TABLE K 


eee 0 oe en 


1984-85 Pool Account 1983-84 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 


Receipts from producers .........c.c:eccccecsecseesececsetseesecsessesseesecsesssaneqsectnceecrenaeenseerersessecercesensss 712,195 tonnes 1,004,377 tonnes 


ee i a al 
——ooooooOOeeOeleOOOOeeeele®onajeaee— eS ooo 


$ 
Sa SS aV All eee aaa eo eae eee, ei ancne(St eats Uaeaewar mame eure tanner sier secs 135,116,236 189.718 168,836,744 168.101 
Initial payments to producer ..........c.ccecceccectecteseseseeeeseeseeeseseaseessnsessettceneanenneeneeeenesencetnes 111,703,201 156.844 139,939,761 139.330 
Gross SUIPIUS....ccsccc:-ceccecpsseecseesesososersessenapeessussactenttcns+encsatecssorssrscssensessevecveessedatnerartectusensez® 23,413,035 32.874 28,896,983 28.771 
Deduct Operating Costs 
Titers tee eee i, MOMs ras na sans ean De rara case pam ses (2,527,411) (3.549) (3,836,353) (3.819) 
Interest and depreciation on Wheat Board hopper Cars............::::ec eee esteeteeeeees 447,320 .628 468,910 467 
Wheat Board administrative ExXPenses ................cccscssseeseesescecensereresscoeessasreesesesnensenes 828,398 1.163 883,164 .879 
Total Operating Costs... ccccsectesectececeenereescieensensensessseresseseeeesscuseanenneceecnectecs (1,251,693) (1.758) (2,484,279) (2.473) 
Surplus on Operations............cccccccccec cesses recess eseeeseessenecsserserseseesecnseeceneteneeaneeeesericeetstey 24,664,728 34.632 31,381,262 31.244 
Add: interest earned after September 30 (1983-84 October 31) ........:::ccecssteeeees 626,923 880 779,158 .776 
Deduct: cost of issuing final payment........... BE ccs es RO RT ca PUNE cs eee 7,631 O11 10,940 O11 
Surplus for Distribution to Producers...........ccccccccesiee etree eee sees cece tee ree rer ieeeerienteees 25,284,020 35.501 32,149,480 32.009 


TOTAL PAYMENTS RECEIVED BY PRODUCERS FOR 
PRINCIPAL GRADES OF DESIGNATED BARLEY 
BASIS IN STORE THUNDER BAY OR 


VANCOUVER TABLE L 


ee ————————————— et 
————— SSS 


Initial Final 
Grade payments payments Total 


(dollars per tonne) 


Designated Barley Grades 


No. 1 Canada Western Six-Row ......... 156.27 33.667 189.937 
No. 2 Canada Western Six-Rov ......... 155.00 33.937 188.937 
No. 1 Canada Western Two-Rov ....... 166.27 34.131 200.401 
No. 2 Canada Western Two-Rov ....... 165.00 34.401 199.401 
INOv lt Reed SixcROWe mse eter ten: ike) a i/7) 34.667 186.437 
INOW Beeduliwosh Owes es Sie 45.131 196.901 
Noo? Reed SixeROW ns erent eee 149.77 338267. 183.037 
No.2) Feed Two-RowW see esse 149.77 43.731 193.501 


Sr ene 
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NOTES TO FINANCIAL STATEMENTS 
The following are an integral part of the financial statements. 


The balances receivable arise from sales of grain to Brazil, 
Egypt, German Democratic Republic, Haiti, Iraq, Israel, Mexico, 
Jamaica, Peru, Poland and Zambia. The terms call for payment 


1. Accounting Policies in full within 36 months or less from time of shipment, except for 


(a) Operating Results and Valuation of Stocks of Grain 


The annual accounts at July 31 include the final operating 
results of all pool accounts for the crop year ended July 31 
when marketing operations have been completed before the 
issuance of the annual report for that year. In determining 
the surpluses available for distribution on such pools the 
accounts of the Board at July 31 include: 


(i) the stocks of such grains on hand at that date at the val- 
ues which were ultimately received from the sale thereof 
basis in store Thunder Bay, Vancouver or Churchill; and 


(ii) provision for all expenses incurred or to be incurred 
before the sales proceeds are realized in cash or in bills of 
exchange, including a charge for the portion of administra- 
tive and general expenses to be incurred subsequent to July 
31 but relating to the marketing and accounting for the 
grains in the various pools before they are closed. 


For pool accounts for which marketing operations have not 
been completed before the issuance of the annual report, the 
unsold stocks at July 31 are valued at cost, which is the initial 
price paid to producers, and no provision is made for carrying 
costs, interest, and administrative expenses beyond that date. 
Any debit or credit balance in these accounts is carried on 
the balance sheet. 


(b) Foreign Currency Translations 


Bills of exchange receivable in United States funds which are 
covered by forward exchange contracts are translated at the 
contract rates. In all other cases, bills of exchange receivable 
and bank loans payable in United States funds are translated 
at the rate of exchange in effect as at the balance sheet date, 
as is also the liability for debentures repayable in United 
States funds. 


Foreign exchange adjustments arising from conversion of 
bills of exchange and bank loans are included in operating 
results. Adjustments arising from conversion of debenture 
debt are amortized over the term of the debentures. 


wa 


(c 


Depreciation 


The rates of depreciation being applied are intended to fully 
depreciate assets over their expected lives and are as follows: 


Hopper cars 30 years 
Office building 40 years 
Office furniture and equipment 10 years 
Automotive equipment 2 years 


(to 4 residual value) 


(d) Administration and General Expenses 


Administration and general expenses, except for that portion 
of such expenses attributable to distributing final payments 
to producers, are allocated to the various pool account opera- 
tions to which the services relate on the basis of the relative 
tonnage. Expenses attributable to final payments are 
allocated on the basis of the number of producers receiving 
payments from the various pool accounts. 


2. Bills of exchange plus accrued interest 


Of the total bills of exchange receivable, $1,499,477,966 
(1984—$1,330,848,725) represents the Canadian equivalent of 
$1,111,053,626 (1984—$1,016,302,959) repayable in United 
States funds. 


Brazil, Haiti, Jamaica, Poland, Peru and Zambia where the 
Board, together with the Canadian Government, have agreed to 
reschedule certain receivables beyond their original maturity 
dates. Terms of such reschedulings call for payment of interest 
and the rescheduled debt within ten years. As at July 31, total 
reschedulings amounted to $482,697,222 including $39,170,783 
which is the Canadian equivalent of $29,109,547 receivable in 
United States currency. 


Poland is presently in the process of negotiating the reschedul- 
ing of its debt together with interest accrued thereon, matured 
and unpaid for the period January 1, 1982 to December 31, 1984, 
in accordance with a multi-lateral arrangement concluded 
between Poland and official creditors. Poland has not paid any 
principal or interest amounts matured in 1985 and will likely 
negotiate a separate rescheduling of this debt in 1986 in accord- 
ance with a further multi-lateral arrangement concluded between 
Poland and official creditors regarding this debt. As at July 31, 
1985, unpaid amounts totalled $1,709,100,042 which includes the 
Canadian equivalent of $676,892,630 receivable in United States 
funds. Included in these totals is $1,436,807,409 including the 
Canadian equivalent of $539,059,681 receivable in United States 
funds, due and unpaid for the period January 1, 1982 to Decem- 
ber 31, 1984. Principal and interest amounts matured in 1985 to 
the close of the current crop year, amounting to $142,690,698 
including the Canadian equivalent of $96,515,883 receivable in 
United States funds, are included in the above total as well. The 
balance of the unpaid amount, totalling $129,601,935 including 
the Canadian equivalent of $41,317,066 receivable in United 
States funds, represents interest accrued and unpaid on the 1981 
rescheduled debt, the debt for 1982-84 and unpaid 1985 maturi- 
ties to the end of the crop year. While subject to certain repay- 
ment terms specified in the multi-lateral arrangement concluded 
between Poland and official creditors, this interest is not included 
in the principal portion of the rescheduled debt. 


During the crop year the Government of Canada and other 
creditor nations agreed to a further rescheduling of Zambian debt 
that had earlier been rescheduled. Payments of principal and 
interest which fell due in 1984, totalling $6,967,336 were 
rescheduled in an agreement signed in June of 1985. 


Also, during the year, the Government of Canada and other 
creditor nations agreed to reschedule over a ten year period cer- 
tain obligations owing by Jamaica. The accounts of the Board at 
July 31, 1985 include $1,860,175 which will be subject to 
rescheduling under this arrangement. 


Although no multi-lateral arrangements have been concluded to 
date, between Brazil, the Government of Canada and other credi- 
tor nations, Brazil has not made any payments against certain 
principal and interest amounts maturing in 1985 totalling 
$102,667,388 as at July 31, 1985. Once the multi-lateral arrange- 
ments are concluded, this amount is likely to be rescheduled as 
well. 


Credit sales are made within limits established by the Govern- 
ment of Canada which guarantees the Board’s borrowings 
incurred to finance such sales, both as to principal and interest. 
Because of these Guarantees the Board does not consider itself to 
be at risk should any of the unpaid amounts prove to be uncollect- 
able; therefore, no provision is made in its accounts with respect to 
the possibility of debtors defaulting on their obligation. 
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THE CANADIAN WHEAT BOARD—Concluded 


FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS—Concluded 


3. Accounts receivable 


Settlement on amounts due from Board agents on sales com- 
pleted as at July 31 were received shortly after that date. Sundry 
accounts receivable consists mainly of freight costs which are 
recovered on completed sales. 


4. Covered Hopper Cars 


The Board purchased 2,000 covered hopper cars in 1979-80 
having an original cost of $90,555,623. Of these 2,000 cars, 22 
cars have been wrecked and dismantled leaving 1,978 still in the 
fleet having an original cost of $89,559,511 with accumulated 
depreciation of $16,421,975 to July 31, 1985. The Board is reim- 
bursed for destroyed cars under an operating agreement with the 
Canadian National Railway. 


5. Liability to banks 
Details of bank borrowings are as follows: 


July 31 
1985 1984 
$ $ 
Ordinary operations..................... 224,554,171 150,914,705 
Loans to finance credit sales ...... 3,683,799,803 3,012,037,450 
3,908,353,974 3,162,952,155 


Of the total liability $1,498,429,431 (1984—$1,329,541,729) 
represents the Canadian equivalent of $1,110,276,698 (1984— 
$1,015,304,871) repayable in United States funds. 


The Board’s borrowings from chartered banks are guaranteed 
by the Government of Canada. 


6. Debentures payable 


The debentures with a face value of U.S. $50,000,000 were 
issued on December 1, 1982, at a price of $99.50 per $100, and 
bear interest at 11%% per annum payable each December 1. No 
principal repayments are required until maturity on December 1, 
1990. Under certain circumstances the Board may redeem the 
debentures in whole or in part prior to maturity. Depending upon 
the particular circumstances giving rise to any early redemption, a 
premium may be payable on the principal amount redeemed. 


The debentures are secured by a charge against grain held by 
the Board. 


7. Liability to agents for grain purchased from producers 


Grain companies acting in the capacity of agents of the Board 
accept deliveries from producers at country elevators and pay the 
producers on behalf of the Board based on the Board’s initial price 
in effect. Settlement is not made by the Board for these purchases 
until delivery to the Board is completed by its Agents at terminal 
or mill position. Liability to agents amounting to $570,996,143 
(1984—$826,390,827) represents the amount payable by the 
Board to its agents for 3,600,606 (1984—5,064,789) tonnes of 
wheat, amber durum wheat, oats and barley on hand at country 
elevator points and in transit at July 31 for which delivery to and 
settlement by the Board is to be completed subsequent to year end 
date. 


10. Special account — Net balance of undistributed payment | 


11. Provision for final payment expenses 


12. Lease commitments 
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8. Liability to agents for deferred cash tickets 


Grain companies as agents of the Board deposit with the Board 
in trust the proceeds of deferred cash tickets issued for Board — 
grain. These monies are returned to the grain companies to cover | 
producer deferred cash tickets maturing predominately during the 
first days of the following calendar year. 


9. Accrued expenses and accounts payable 


This item principally comprises accrued carrying charges, stor- 
age, interest and transportation charges to July 31, 1985 together 
with all other unpaid sundry accounts as at the foregoing date. It | 
also includes provisions for all charges relating to the marketing 
of Pool Accounts for wheat, amber durum wheat, designated oats, | 
barley and designated barley for the period from August 1, 1985 | 
to completion of operations on September 30, 1985 and for oats 
for the period from August 1, 1985 to completion of operations on | 
November 15, 1985. | 


accounts 


In accordance with the provision of Section 30 of the Canadian | 
Wheat Board Act the Governor in Council may authorize the | 
Board to transfer to a Special Account the unclaimed balances | 
remaining in payment accounts which have been payable to pro- | 
ducers for a period of six years or more. In addition to providing 
for payment of proper claims from producers against these old | 
payment accounts, the Section further provides that these funds | 
shall be used for purposes as the Governor in Council upon the | 
recommendations of the Board may deem to be for the benefit of } 
producers. 


This represents the balance of the Board’s reserve for final pay- | 
ment expenses of pool accounts that have been closed. Six years | 
after particular accounts have been closed, the remaining reserves | 
for these pools are transferred to the special account by Order-in- | 
Council. } 


The Board, as an agent of Her Majesty in Right of Canada, is 
the lessor of 2,000 covered hopper cars for the Government of 
Canada. All lease costs are recoverable from the Government and) 
are not a charge to the operations of the Board. Total payments) 
associated with leases in the year ended July 31, 1985 amounting) 
to $16,728,906 (1984—$16,166,224) have been recovered by the! 
Board. Lease terms are for 20 and 25 years. | 
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SUMMARY PAGE 


CANAGREX 


MANDATE 


To promote, facilitate, and, when specifically requested, to engage in, the export of agricultural and food products 
from Canada. 


BACKGROUND 


Incorporated in 1983, the Corporation began operations in 1984. The government plans to dissolve the Corporation 
and transfer its operations to other government departments and agencies. 


CORPORATION DATA 


HEAD OFFICE c/o Crown Corporations Directorate 
Treasury Board of Canada 
140 O’Connor Street 
Ottawa, Ontario. 
KIA ORS 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Wise, P.C., M.P. 
DEPARTMENT Agriculture 
DATE AND MEANS OF The Canagrex Act (S.C. 1980-81-82-83 C.152). 
INCORPORATION 
CHIEF EXECUTIVE Vacant 
OFFICER 
CHAIRMAN Vacant 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 
At the end of the period 


TOT AIPA SSOUS Is scat See tt to ok a PR tc oe eee 0.3 23 0.3 

Obligations to the: private sector ox cecavseeeeteene aoene ny erste eee nil nil nil 

Obligations t0:C ama ameter es mess Secreted nil nil nil 

Pquitysol Canada se i sucnemcaesg eee it See 0.2 1.8 0.2 
Cash from Canada in the period 

SOUS CLA RY ere ee cede Ai Serer es Sey Aone dca sin ane an cad Kenda een nil 5.4 0.7 


— non-budgetary ............... A OR: SADE ONE Ree i Oe a RR Te aes nil nil nil 
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CANAGREX 
AUDITOR’S REPORT 


THE HONOURABLE JOHN WISE, P.C., M.P. 
MINISTER OF AGRICULTURE 


I have examined the balance sheet of Canagrex as at March 31, 
1986 and the statements of operations and surplus and changes in 
financial position for the year then ended. My examination was made 
in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as I considered neces- 
sary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of Canagrex as at March 31, 1986 and the results of its opera- 
tions and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Cana- 
grex Act and the by-laws of the Corporation. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
June 23, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 


Ne ee 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
Case ete es eee tes Rote fesscnracciennttns 286,915 2,189,682 Accounts payable and accrued liabilities .................... 147,120 435,626 
FA CCOUNTSERECELV.A DIC rer creme te tence nce seiet essere 14,140 Lye221 EQUITY OF CANADA 
301,055 2,206,903 
Fixed Asse net SS ELEN Peete c-c2 2k reetes te eneneraree tee ete eT 153,935 1,846,278 
Office furniture and equipment ...............0::ccceeeeee 75,000 
BeascholdiimprovemientSaeni 3 cnctrente sence ros 1 
301,055 2,281,904 301,055 2,281,904 


Co a ee a eee eee ee 


Approved by the Board: 


J. P. CONNELL 
Director 


R. A. KILPATRICK 
Director 
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CANAGREX—Continued 


STATEMENT OF OPERATIONS AND SURPLUS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 FOR THE YEAR ENDED MARCH 31, 1986 
1986 1985 1986 1985 
$ $ $ $ 
Revenue Operations 
Intenestancome merece. ree eet ee ee 148,123 140,637 Funds provided by (used in) operating activities 
Guanantecifees tose.) eet eee eee 3,450 88,903 Cost of operations before interest income ....... (354,556) (3,582,323) 
151,573. —-229,540 Adjustment on settlement of termination ben- 
res SSE ee aE CFLS; erincc theta: cc ccet hk Bak teeeeeme ioere arene 136,132 
Expenses __ (218,424) (3,582,323) 
Officeandiequipmentirentalsw meter eee 136,624 420,519 
Measemtenminatloniquemscncc aannietes econ) 90,820 Investments 
Salaniesand|ibenefits:44. 6. te ee ee 85,596 1,590,564 Funds provided by (used in) investing activities 
Professionalifees).;.cn. a8 thick re ee ee 11,295 27,892 Interest on bank deposits ...........:0:cceeeee 148,123 140,637 
helephonestelexvand postagen amentae ace: 12,997 122,916 Disposallof fixed! assets 2... oe anes ee aces 102,959 96,124 
Ditectorsitecs Andie x pensesmereamewre tree antec 7,703 50,569 Purchaserofitixedtassets=..qwcetese tee ess (426,322) 
‘Pravelrand/entertainiment: 1st. ee cece eee 6,040 182,664 251.082 (189,561) 
Stationery, supplies and library «0.0.0.0... cee 3.9 66,763 aT a 
Employee termination payments ................c0 715,582 : ; 
Eniployeemelocationtecammren reece neta: 206,937 PE : : ; Sono 
AGVERUSINS And PromoOvloninmeeretn ce eae see 153,847 BOBS Provided Oy tae in) Atnasenig gH IGS 
Depreciation and amortization .......0.0....cee 96,124 eee oe Cee ia RAN Ca Bale 
Contributions and grants—Net of amounts Repayinient of “Sutpiusy tomebeconscidaicd 
TECOVErEd): Sa Rath FAT Ne at ah bee, 18,377 Revente, Fund oo eer Penis a PAY GS0 OOO Pee al 
Miscellaneousiecas stts..- eo eeren..c reer Pec 3,412 18,472 (1,650,000) __5,400,000_ 
~~ 358,006 3,671,226 (Decrease) increase in working capital .................... (1,617,342) 1,628,116 
Kaos Toroperations ©sen ee aA te iets 206,433 3,441,686 ANd Us Se dae AUIS SE omienigaaieeh a AM A ee 
Parliamentary appropriation ..................:s00ss00000000000 5,400,000 Working capital) endlol yea nanry mtr arses: 153,935 1,771,277 
(Deficiency) excess of parliamentary appropria- 
tlonlovelycostion Operations mecse «ttn eres (206,433) 1,958,314 Working capital represented by 
Provision to write down fixed assets and leasehold Gurren trasSets nco.0 eee eee eee eae 301,055 2,206,903 
improvements to estimated realizable value ........ (301,202) Currentliabilitics.7...- een sre certs seer 147,120 435,626 
Gainonisalevof fixediassetss..-- eee 27,958 153,935 1,771,277 
Adjustment on settlement of termination benefits . 136,132 —— a ae an 
(42,343) 1,657,112 
SULpMssbes inning OleyCal eee nee ae eee: 1,846,278 189,166 
Repayment of surplus to the Consolidated Reve- 
TARLe MU 1G pete eee eee eee mes sen enone Pace cn (1,650,000) 
Sur plussendrOmy ea laren mcr ee cress cis cece 153,935 1,846,278 
eee NOTES TO FINANCIAL STATEMENTS 


MARCH 31, 1986 


1. The Corporation 


The Corporation was established in June 1983 under the 
CANAGREX Act and commenced operations in January 1984. 
It is a Crown corporation named in Part I of Schedule C to the 
Financial Administration Act. 

The purpose of CANAGREX was to assist Canadian producers 
and processors to increase their exports of food and agricultural 
products. The Corporation worked with the private and public 
sectors to promote, facilitate and engage in the export of agricul- 
tural products and services and food products and services. 

It was announced by the Minister of Finance, on November 8, 
1984, that the Canagrex programme was to be discontinued. 
Since then the Corporation has been engaged in the winding-up of 
its affairs. Bill C-42, “An Act to dissolve Canagrex and to amend 
certain Acts in consequence thereof” is presently before Parlia- 
ment. If proclaimed, the Bill will result in the orderly liquidation 
of the Corporation. 

The President of the Corporation, the only remaining full-time 
employee, resigned in September 1985. 

Canagrex no longer has any employees. The Board of Directors 
remains intact to deal with statutory requirements pending the 
dissolution of the Corporation, which is being administered, with- 
out charge, by officials of the Department of Agriculture. 
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CANAGREX—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


2 


Significant accounting policies 
Fixed assets 


Fixed assets were recorded at cost less accumulated deprecia- 
tion. Leasehold improvements were amortized using the straight- 
line method over the period of the lease with no allowance being 
made for any optional lease extension. Furniture and fixtures were 
depreciated using the diminishing balance method at an annual 
rate of 20%. Depreciation was provided for a full year on assets 
acquired in the year. 

All fixed assets were disposed of during the year (see Note 3). 


Pension plan 


The Corporation’s employees participated in the Public Service 


Superannuation Plan. Contributions to the Plan were made 
equally by both employees and the Corporation, and these contri- 
butions in respect of current service were expensed during the 


year in which the services were rendered. 


3. 


Fixed assets 


In view of the anticipated discontinuation of the Corporation, 
fixed assets and leasehold improvements were written down to 
their estimated realizable value as at March 31, 1985. 

The subsequent sale of these assets during the year resulted in 
proceeds in excess of this estimated realizable value by $27,958. 
There were no proceeds received for the leasehold improvements. 


. Provision for employee termination benefits 


Due to the anticipated winding-up, the Corporation gave notice 
of termination of employment, effective March 29, 1985, to its 
employees. Varying termination settlements have been made with 
all of the employees. For one employee, provision has been made 
for the anticipated costs of termination benefits, the payment of 
all or part of which will depend on that employee ceasing to be 
employed in the public service through to May 15, 1990. 
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SUMMARY PAGE 


CAPE BRETON DEVELOPMENT CORPORATION 


MANDATE 


To operate, reorganize and rationalize coal production from the Sydney coal field. To broaden the economic base and 
develop new job opportunities on Cape Breton Island. 


BACKGROUND 


Originally established in 1967 to close down the Cape Breton coal mining industry with minimum dislocation, the 
Coal Division is still the major employer in the Sydney/Glace Bay area. A resurgence in coal demand locally for 
power generation has led to an expanded and modernized industry employing approximately 3,600. In addition to the 
Prince and Lingan mines, the Corporation operates a coal preparation plant, a complete rail transportation system 
and a shipping pier. A new Phalen colliery is scheduled for completion by mid-1987 increasing production capacity to 
over 4 million tonnes. 


The Industrial Development Division was created under the Cape Breton Development Corporation Act to develop 
alternative employment opportunities and broaden the base of the local economy. In conjunction with Enterprise 
Cape Breton and other federal and provincial initiatives, this Division promotes and assists the financing and 
development of industry on Cape Breton Island through a wide-range of assistance instruments. 


CORPORATION DATA 


HEAD OFFICE P.O. Box 2500 
Sydney, Nova Scotia 
BIP 6K3 
-TATUS — Schedule C, Part I 
— an agent of Her Majesty 
“APPROPRIATE MINISTER The Honourable Michel Cété, P.C., M.P. 
DEPARTMENT Regional Industrial Expansion 
| DATE AND MEANS Cape Breton Development Corporation Act (R.S.C. 1970, C. C-13). 
OF INCORPORATION 
|CHIEF EXECUTIVE Derek Rance 
OFFICER 
| CHAIRMAN Teresa MacNeil 
‘AUDITOR Touche, Ross and Co. 


FINANCIAL SUMMARY ($ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 


At the end of the period 


HLia TTA SRC TS 200. SR ANCA ie Ae ENON eric crsovtsmmipnestiperonnint herioloesis 454 397 359 324 
Obligations to the private sector -prent e-em, nil nil nil nil 
Oe aTONStO.C anad Aen. ee eee oak ean. an MRM oe 3 tS 1] nil 
Equity @ fale da aia ceorancen tater cokse oc cs, ME es. 401 335 306 290 
‘Cash from Canada in the period 
SEALELITSI SIE Va depegemartetiere scenes 7 he Beetle a aide eee 120 108 110 96 


ematlOnsDudgetaryy..... ic: maces chs eee ae am Pe eee (10) 2 11 nil 
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CAPE BRETON DEVELOPMENT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


We have examined the balance sheet and the statement of equity of 
the Coal Division and of the Industrial Development Division of the 
Cape Breton Development Corporation as at March 31, 1986, and the 
related income and operating statements and the statements of 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


The financial statements of the Industrial Development Division and 
of its subsidiaries have been presented on a consolidated basis. As 
required by the provisions of the Cape Breton Development Corpora- 
tion Act, the financial statements of the Coal Division and of the 
Industrial Development Division are being presented separately. 


In our opinion, these financial statements present fairly the financial 
position of the Coal Division and of the Industrial Development Divi- 
sion of the Cape Breton Development Corporation as at March 31, 
1986, and the results of their operations and the changes in their finan- 
cial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and its regulations, and the Cape Breton 
Development Corporation Act and the by-laws of the Corporation. 


Touche Ross & Co. 
Chartered Accountants 
Sydney, Canada 
May 27, 1986 


COAL DIVISION 
BALANCE SHEET AS AT MARCH 31 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
ashe kee sensors sere een ca eR CR me 10,315,194 7,130,333 Accounts payable—Trade.............:ccccseeeeree 20,419,648 13,559,037 
Accounts receivablei(Note 2)... eee 23,873,285 21,812,315 Accrued wages and vacation pay ..........00cce 12,602,795 13,343,949 
Inventories, at the lower of cost and net real- INCCrUeO Chal eeSiic. cei enes ee enn mre 12,731,111 16,420,600 
izable value Employeesideductions@ se rccna eee ere 3,568,282 4,853,461 
OA Re artes. eee har en eee 22,818,843 38,089,217 Advances—Government of Canada.................. 2,643,419 13,442,244 
Operating materials and supplies .............0.0. 12,945,717 11,875,851 ~~ $1,965,255 61,619,291 
BrepaidieXpenses arene eters nen eee 44,287 131,367 aa a 
69,997,326 79,039,083 
Deferredidevelopmenticosts...-..........c mses 612,279 EQUITY 
BixediGNotes enc ieencne on renner 360,584,821 297,412,649 Equityiof Canad aien.cer ret Ee PAE Se oo 378,616,892  315,444,72¢ 
430,582,147 377,064,011 430,582,147 377,064,011 


Commitments (Note 4) 
On Behalf of the Board: 


TERESA MacNEIL 
Director 


MENDEL CHERNIN 
Director 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 


COAL DIVISION COAL DIVISION 
STATEMENT OF EQUITY STATEMENT OF CHANGES IN FINANCIAL POSITION 
_AS AT MARCH 31 FOR THE YEAR ENDED MARCH 31 
1986 1985 1986 1985 
qi $ $ $ $ 
Balance at beginning of year ..............cceeeeeee 315,444,720 285,675,886 Cash for operating activities 
| Add: payments by Canada in respect of mining INGtnI RIN ROSSCS; poner cc ene ener, 16,935,853 10,032,963 
losses—Vote 30.(Note Ia)) .......:.00...--. 16,935,853 10,032,963 Increase (Decrease) in non-cash operating 
payments by Canada in respect of capital working capital® Salers Be, Te See (13,371,407) 1,054,630 
expenditures—Vote 35 (Note 1a) .......... 93,662,972 86,924,793 3,564,446 11,087,593 
; 426,043,545 382,633,642 Cash from financing activities 
Deductsmining lOsses itt e4 cece sete rere sce! 16,935,853 10,032,963 Payments by Canada 
| depreciation of fixed assets (Note Ic) .... 30,490,800 30,926,059 In respect of mining losses ...............0:00000 16,935,853 10,032,963 
write-off of fixed assets as a result of In respect of capital expenditures.................. 93,662,972 86,924,793 
INow26iCollieryclosurel 2st a ae et. 26,229,900 Increase (Decrease) in repayable working 
47,426,653 67,188,922 Capital advances wor enters ete (10,798,825) 2,073,956 
mBalance atrend\of years. Jatt tee: 378,616,892 315,444,720 99,800,000 99,031,712 
Cash for investing activities 
Purehase!ofitixed assetsiecsecneet eee 94,159,330 87,283,927 
Proceeds from sale of fixed assets .............005 (496,358) (359,134) 
Deferred development Costs ............:c: cee (612,279) 612,279 
/ COAL DIVISION 93,050,693 87,537,072 
| Increasesinicashmemrcseemerceettte rt: certian. ck. torte 3,184,861 407,047 
STATEMENT OF INCOME Gashiat beginnin pol yeatmeemmn eee ee 7,130,333 6,723,286 
| FOR THE YEAR ENDED MARCH 31 Gashiatiendlofi years. tee renee eee 10,315,194 7,130,333 
| Increase (Decrease) in non-cash operating work- 
ing capital* 
1986 1985 Accounts receivable ......:.cccccccctecesssseiecsssnees 2,060,970 5,376,996 
$ $ Goaltinventory te Odea corse ke tanneries (15,270,374) 4,404,124 
| Bie hat Material INVENCORY Hee eh eee A ic 1,069,866 (2,214,958) 
Weatcalesl | eel JE Noel Si ee zines 183,248,861 165,120,674 Cpe as Ne a oh vane 06 eF sae) 
ee I selli 4.295.726 8365150 Accounts payable.OMde 22) cnsce arcane esti: (6,860,611) 1,177,507 
CEI OSES TRUSS WIS SA SOUS a sncaccuitsa ms oe pod ll Rell ON =. Aree ees Accrued wages and vacation pay .............0005 741,154 (730,755) 
178,953,135 = 156,755,524 Accrued Charges.......:.:sscssssssesssseesssessssseseseesesseees 3,689,489 (6,440,600) 
Outside railway revenUe oo... eee 2,775,345 3,104,860 EmployeesideductionS jeanne see rs 1,285,179 (512,985) 
Operatingireventicanc.ce teeters 181,728,480 159,860,384 (13,371,407) 1,054,630 
Operating expenses Ey 
Wagestand:salanicS#enc cer ete ret tec sr crs 72,218,107 65,472,558 
olidaysiandivacations ice rcccee cece cer dete seece 10,363,224 9,011,534 
Workers s@ompensationS26).0ie ne e.. 8,077,931 8,087,680 
Surchanges*Sveer sce ere eee ees 7,470,296 6,598,924 COAL DIVISION 
Materialsrandisupplies ge tae tae fs a 23,667,644 15,629,312 
Renainmatcnials: see tree 8,102,346 7,984,430 NOTES TO THE FINANCIAL STATEMENTS 
BICCURIG POW CD erecta gree ass v Sotetciccgs vo’ 5,192,866 4,755,970 MARCH 31, 1986 
GrantsiimillewOltaXxesmentrstes ener ees: 2,559,939 2,562,694 we j ae 
Royalties eee en Ae IIS omit 605,285 664,085 1. Significant accounting policies 
Eirediheavyviequipmentrnc ccc. creer. 5,916,792 4,460,332 Fi ; 
Opinion penises hy Wy oe ie ae wetness 6,436,665 3,788,035 (a) Financing 
Purchased and capital coal..........c:..cesseeeees 11,823,656 5,923,298 The Corporation is financed by way of votes of the Parlia- 
Depreciation? 2" here Ae ets. 30,490,800 30,926,059 ment of Canada. These votes are for the purpose of funding 
| Decrease (Increase) in coal inventory .............. 15,270,374 (4,421,650) mining losses and to finance capital projects. 
Metolal Operating expenses... .n.ccn ate tees 208,195,925 161,443,261 ; 
Excess operating expenses over operating reve- (b) Inventories 
MTC He Pee eee ee ts hn Se BE or, 26,467,445 1,582,877 Inventories are valued at the lower of cost and net realizable 
PMEZCTISLOTIS Se tote teeta sive vst tne neh veep tar serin ats 14,412,457 13,090,238 value. 
Pre-retirementileaVe tern, .csssccn aera crererserssecsssts 3,650,485 3,961,831 
| Workers’ Compensation (Note Id)... eee 3,600,000 3,683,000 (c) Fixed assets 
Minterest and other inCOMe ................:.cs:s0scessecseseres (703,734) (1,181,948) 


Fixed assets are stated at cost. The Corporation has provided 
depreciation on its fixed assets based on their estimated use- 
ful lives. The Treasury Board of Canada has indicated that 


(47,426,653) (21,135,998) 
| Deduct: depreciation not deductible in determin- 


nee ne ta Y We ee eripioies cla lL SUE depreciation should not be provided in determining mining 
mining profit (lo e : ae ; h 
| profit sharing and extraordinary items .......... (16,935,853) 9,790,061 losses for Parliamentary appropriation. Accordingly, nae 
Bmployeeiproiit SMAaring car, ann eee eee: 979,000 depreciation provision has been eliminated in arriving at this 
Net mining profit (losses) before extraordinary amount. 
ILETNS Ged eter eek on ese see eee (16,935,853) 8,811,061 
Ee XITAOrdINALVAILeMS awe ccer strkre ce renee nneae 18,844,024 


Net mining losses for the year ...............00:00000 (16,935,853) (10,032,963) 
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NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


De 


(d) Workers’ compensation 


Cape Breton Development Corporation is in a single pool 
with respect to the Nova Scotia Workers’ plan. Prior to the 
fire in No. 26 Colliery, the expense for Workers’ Compensa- 
tion was allocated to the overhead of each operating unit on a 
formula basis. The Corporation has decided to continue this 
accounting treatment with the exception of the fixed portion 
of the expense that would have been absorbed by No. 26 Col- 
liery. This item is shown separately on the Statement of 
Income as a non-operational expense. 


Accounts receivable 
1986 1985 
$ $ 
Trade-4- Web es ee. ee 23,928,237 20,094,723 
Other—Claim receivable ae 1,625,000 
Employees: caectas cee tie orgies emt ae 95,048 142,592 
24,023,285 21,862,315 
Less; allowance for doubtful accounts ........ 150,000 50,000 
23,873,285 DRO sis 
. Fixed assets 
1986 1985 
$ $ 

Itingan'Gollienyare ats... eee ce 129,167,554 115,086,963 
Prince Collicnygemeees ee ee 91,690,525 83,164,693 
Donkin-Morien Colliery ..........0..0ccee 72,437,092 64,429,327 
PhaleniCollicny@emime sce rnc es cece: 68,045,257 15,723,359 
GoaliPreparationsRlantsers ccc scene 60,464,896 $4,004,882 
Devco Railway seen cere enteritis ctseenn: 67,139,009 66,631,294 
@Wapbogel:: ewe ees a crewsaicatese es rete 2,719,620 2,095,296 
Other fixediassetseeees ote ar crsrseseunse: 36,643,610 33,508,777 
528,307,563 434,644,591 
Accumulated depreciation (Note Ic) .......... 167,722,742 137,231,942 
360,584,821 297,412,649 


. Commitments 


(a) Commitments on capital projects for ongoing mining opera- 
tions include the following: 


Approximately $29,770,000 for underground mining equip- 
ment 


Approximately $9,410,000 for other facilities 
(b 


—_ 


In May 1984, the Government of Canada committed to the 
development of the Phalen Colliery. The total development 
costs are anticipated to be approximately $181,600,000 with 
$89,000,000 anticipated for approval for the 1986-87 fiscal 
year. 


(c) The Corporation obtained approval to appropriate 
$16,000,000 of the Corporation’s 1985-86 capital budget to 
complete a second tunnel at the Donkin-Morien Project to 
bring the total approved project to approximately 
$80,000,000. To date the Corporation has expended approxi- 
mately $8,000,000 of this appropriation. Upon completion of 
this tunnel, the Corporation will evaluate the viability of the 
overall project before proceeding further, taking into con- 
sideration the economic, commercial and strategic consider- 
ations with regards to the substantial costs involved in the 
underground development of the mine. 


(d) The Corporation leases the General Mining Building which 
houses the offices of the Coal Division. The lease is for a 20- 
year period, commencing June 1984, with lease payments of 
approximately $1,300,000 per annum, at a current interest 
rate of 12.5%. The annual lease payments fluctuate with 
changes in the lessor’s mortgage interest rates. 


. Long-term sales agreement 


The Corporation has signed an agreement with the Nova Scotia 
Power Corporation which calls for the delivery of a substantial 
portion of the Corporation’s coal production to the Power Corpo- 
ration. The Agreement expires in the year 2011. 


. Pensions 


An actuarial valuation of the Corporation’s Non-Contributory 
Pension Plan as at December 31, 1982 indicated an unfunded 
actuarial liability of $59,800,000. No provision for these liabilities 
was included in the accounts as at March 31, 1986. The minimum 
annual amount required, for past and current service, including 
pension payments, will be approximately $9,400,000 in each year 
from 1986 to 1988 and $3,700,000 from 1989 to 1997. 

Current pension payments are approximately $9,600,000 and 
the balance will be funded by the Corporation in each year. 


. Income taxes 


The Corporation will be applying for refundable investment tax 
credits in respect of qualified expenditures incurred and qualify- 
ing assets purchased after April 19, 1983. The Corporation esti- 
mates the refund to be approximately $10,000,000. This amount 
has not been reflected in these financial statements and will be 
recorded as a reduction to the related expenditures or assets when 
received. 


. Comparative figures 


Certain of the 1985 comparative figures have been restated to 
conform to the current year’s presentation. 
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ASSETS nw 1986 inant h8S © LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
Cashier OM Mae. 2.0 eg eie, R Pa 1,476,368 1,116,403 Accounts(paya biel csi tence ea ee ees 652,321 356,812 
Accounts and interest receivable ......................5 632,784 394,950 E 
Receivable from Province of Nova Scotia............ 3,493 de © 
Rec ouahioteomiGavariment of Canada. 4 3,800,000 ‘1,115,000 Equityrots@ana dale pers er crercece wee rere ar 22,638,552 19,655,455 
INVencOmes! (NOL w2 di)eeer. wares een eee sco 207,773 407,712 
Bre MalduexPenSeSimeawt cre cern cee tenet Ne 19,806 25,902 
6,136,731 3,063,460 
Loans and investments 
| EOFS sa aetSd. oat, Lee Oe ee ee 3,064,858 1,765,211 
Investments cern. cere a Resioterer mee eo 371,980 367,563 
3,436,838 2,132,774 
FixediNotes 2biand)3) (cnc en ete 13,716,405 14,815,134 
Other 
DeferedichanteSme sence wearer. tere ee 899 899 
23,290,873 20,012,267 23,290,873 20,012,267 
J ee eee eee ee ee 
Guarantees (Note 4) 
Commitments (Note 5) 
On behalf of the Board: 
TERESA MACNEIL 
Ua INDUSTRIAL DEVELOPMENT DIVISION 
MENDEL CHERNIN 
Director CONSOLIDATED OPERATING STATEMENT 
FOR THE YEAR ENDED MARCH 31 
1986 1985 
INDUSTRIAL DEVELOPMENT DIVISION y . 
Development and operating expenses 
CONSOLIDATED STATEMENT OF EQUITY Special recovery projects ..c.ccccerscecteeeeceee ass: 2,470,000 
AS AT MARCH 31 Industrial operations and assistance ....................- 1,287,289 1,295,027 
Tourist operations and grants... ccc 1,683,209 1,291,602 
New business development assistance .................. 1,572,405 1,810,614 
1986 1985 Marine farming operations. ..............0.00:ceeees 247,031 1,345,937 
Thy ape aT Reallestateoperating:COStSic eee. iieeieessteeses WAY) 785,101 
Community planning and projects ..................0. 1,815,500 1,799,566 
Equitysat beginning Of year venta... tec cesses 19,655,455 20,447,098 Primary production operations ...............cccce 436,319 384,360 
Payments during year from Government of Scholarships and apprentice programs ................ 29,736 51,856 
Canada—Vote 40 (Note 1)... cece 9,500,000 10,615,000 Loss (Gain) on disposal of fixed assets ................ (1,966) 103,630 
29,155,455 31,062,098 7,843,293 11,337,693 
Deduct. net operatin Giex PenSeSweneamr ioc ere 6,516,903 11,406,643 Administration expenses 
Equityiatiend:of yeaten seats ment cath. o-oo. 22,638,552 19,655,455 Salaries. ee en ee eee 927,402 1,568,343 
; Office and miscellaneous expenses ......................- 312,578 344,987 
Professional fees 
Operational) Amc cr eo ree tee kee oat sctcteres 66,933 134,291 
Management contract......0...0... nA LET SCS 80,820 
Travellingiexpensesi.scscsscecnee conten cere 75,884 78,348 
1,382,797 2,206,789 
Depreciation and amortization oo... 1,535,613 1,643,361 
Provision for unrecoverable loans and receivables . (199,805) 346,500 
Total operating expenses for the year ...........0...000 10,561,898 15,534,343 
Revenue 
Mouristroperationswee-ee..ne eet 4 eeke ers 1,134,258 1,205,861 
Redl.estatewentalS nf 4s. ees oneretiee. deena 1,304,552 1,242,284 
Industnialioperations: fester arc errant be 546,970 609,186 
TIMtenes Beco ao re ces care ech sasy ee ease oats 749,573 618,284 
Marine farming operations. ...............00:2ee 250,225 389,107 
Primary production operations .............. eas icles 59,417 62,978 


4,044,995 4,127,700 
INetioperalingiexpenSes esx cer creme esciarsteee reece 6,516,903 11,406,643 
Pikeman tennae ae eT eee ee eee ee SS es See 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 


2. Significant accounting policies 


1986 1985 ; Rees. 
5 $ (a) (i) Basis of consolidation 

Cash from financing activities The financial statements of the Industrial Development Divi- 
SNE INUIT GA LSrea AG ahs Ss ait es ono sion include the results of the Division and all its subsidiaries 
Decreaseiiniiong-termidebts at net 26,599 as explained below: 

9,500,000 10,588,401 : 

Cash from operating activities es oiilaly 
Net operating expenses ............cccscssssssssssseseeeeeee (6,516,903) (11,406,643) Interest” Yearen 
Charges (credits) not affecting cash 

Depreciation and amortization ..........0...0... 35,013 1,643,361 Darr (Cape Breton) Limited (Real 

Loansiforgivenize..s nome een 77,385 59,487 Estate) ah heen fa: ie Sc Paes 100% Dec. 31 

Loss (gain) on sale of fixed assets ................. (1,966) 103,630 Cape Breton Marine Farming Limited 

Provision (recovery) of doubtful accounts .... (317,835) 85,004 (Inactive eee, OE I eae is 100% March 31 
(5,223,706) (9,515,161) Whale Cove Summer Village Limited 

(Increase) decrease in non-cash operating work- (Tourist Accommodations) ................. 62.5% March 31 
Ing’ capital® ee oeees ei et ce |  e (2,417,797) 92,017 Dundee Estates Limited (Tourist 

Reduction in deferred charges ...........:cccccccceccesesee: 810 AccOMMOAALIONS) 10... eect ee 100% March 31 

(7,641,503) (9,422,334) 

Cash for investing activities (ii) As the financial statements of Whale Cove Summer Vil- 
Eoaninepayment aes canes conan erent ats 988,244 1,149,810 lage Limited report a deficit equity position as at March | 
Loan drawdowns Pete ON Liter ent eae Taek Fads (2,047,441) (1,313,998) 31, 1986, and the minority interest in losses to date have 
Procession nile ines eecawel a) sagt on Me ae ait been absorbed against the total of the minority invested | 
Purchase of investmentSi-iaeesy ep ean aces an (4,417) (345,000) capital, the losses of this company are included in the 

(498.532) (1,391,546) consolidated net operating expenses. As a consequence, 

Increase (decrease) in cashhe 2 4. -en ee 359,965 (225,479) ot weer) interestfor ‘this Subsidiary is shown"in' the i 

Cashvat beginning.ofiyeanee.---te et ee 1,116,403 1,341,882 . consolidated balance sheet. 

Cashiatiendiofwveata te ee renee Sacer 1,476,368 1,116,403 (b) Fixed assets 

Se eee ae Fixed assets are recorded at cost. The cost and related | 
(Increase) decrease in non-cash operating work- depreciation of items retired or disposed of are removed from 
ing capital* the books and any gains or losses are included in the con- | 
Accountsirecelvablen eee te. (2,919,341) 87,318 solidated operating statement. Depreciation is provided on 
Inventories Reticence ee tenet eines os huasaiye 199,939 416,689 the straight-line method using rates based on the estimated | 
pales, sechcehoreikiSoricdiecc i Deee EES ETE sae ens useful lives of the assets generally as follows: 
hie (2,417,197) 92.017 Buildings Up to 20 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 
(c) Accounting policy—Certain subsidiaries 
The statements of Dundee Estates Limited include notes 
indicating that their statements have been prepared on the 
assumption that the company can continue to operate as a | 
going concern, which assumption depends on the continued | 
financial support of Cape Breton Development Corporation. 
INDUSTRIAL DEVELOPMENT DIVISION (d) Inventories 


Inventories are valued at the lower of cost and net realizable 
SARC ah er mega FINANCIAL STATEMENTS value, with cost determined on a first in, first out basis. 


1. General policy 3. Fixed assets 


The objects of the Industrial Development Division are to pro- 1986 1985 

mote and assist the financing and development of industry to pro- $ $ 

vide employment on the Island of Cape Breton. In accomplishing Rentalifacilities aac seen ane i ananeeee 6,236,487 6,175,752 

these aims, the Corporation makes loans and investments, the MLounIst.facilities: sense eee eee ree 8,503,872 8,548,716 

amounts of which are often in excess of those which would be Primary industry facilitieswenc esse ees 1,730,627 eve ele: 

available through normal commercial sources. The Corporation Secondary industry facilities 0... = bals,937 6.809.296 

also makes grants to assist enterprises which are considered likely 23,686,923 23,345,576 
Less: accumulated depreciation ............0.0.0..... 9,970,518 8,530,442 


to make a substantial improvement to the development of Cape 
Breton Island. 

The Industrial Development Division is financed by way of vote 
of the Parliament of Canada. Parliament voted $9,500,000 for The four categories of fixed assets shown above each include | 
this purpose during the fiscal year ended March 31, 1986. land, buildings and equipment. | 


13,716,405 14,815,134 
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MARCH 31, 1986—Concluded 


4. Guarantees 


During the 1976 year, the Corporation guaranteed the repay- 
ment by Sydney Steel Corporation of that corporation’s 
$70,000,000—11'%4% Series D Debentures and the repayment of 
interest thereon. These funds were borrowed by Sydney Steel Cor- 
poration for the purpose of financing its plant rehabilitation pro- 
gram. The balance of the outstanding debentures has since been 
reduced to $41,860,000. 

The Corporation in 1971 guaranteed the repayment of bank 
advances to Stora Kopparbergs Bergslags Aktiebolag. This guar- 
antee originally amounted to $30,000,000. The balance of 
advances has since been reduced to $9,298,000 of which $14,000 
is in U.S. dollars. 

The Corporation made the guarantees for and on behalf of Her 
Majesty the Queen in right of Canada; therefore, any amounts 
required to be paid shall be paid out of the Consolidated Revenue 
Fund of Canada and not out of funds of Cape Breton Develop- 
ment Corporation. 


5. Commitments 


(a) As at March 31, 1986, the Industrial Development Division 
of the Corporation was committed to expenditures and loans 
over and above the amounts included in the financial state- 
ments at that time, totalling $8,900,000. 


(b) In addition, Darr (Cape Breton) Limited, (a wholly owned 
subsidiary) entered into an agreement with Commonwealth 
Holiday Inns of Canada Limited wherein Darr (Cape 
Breton) Limited agreed to finance a $5,500,000 capital pro- 
gram including expansions, improvements and relicensing 
requirements. Upon completion of the project, a new man- 
agement agreement will become effective. It is the intention 
of Darr (Cape Breton) Limited to fund this project by 
obtaining external financing. 


6. Enterprise Cape Breton 


During the latter part of the year the Minister of Regional 
Industrial Expansion announced the formation of Enterprise Cape 
Breton, a new agency to promote the development of industry on 
the Island of Cape Breton. As a result, the scope and form of 
operations of the Industrial Development Division will be signifi- 
cantly affected. 
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TO THE HONOURABLE 
THE MINISTER OF REGIONAL AND 
INDUSTRIAL EXPANSION 


We have examined the balance sheet and the statement of equity of 
the Coal Division and of the Industrial Development Division of the 
Cape Breton Development Corporation as at March 31, 1985, and the 
related income and operating statements and the statements of 
changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


The financial statements of the Industrial Development Division and 
of its subsidiaries have been presented on a consolidated basis. As 
required by the provisions of the Cape Breton Development Corpora- 
tion Act, the financial statements of the Coal Division and of the 
Industrial Development Division are being presented separately. 


In our opinion, these financial statements present fairly the financial 
position of the Coal Division and of the Industrial Development Divi- 
sion of the Cape Breton Development Corporation as at March 31, 
1985, and results of their operations and the changes in their financial 
position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and its regulations, and the Cape Breton 
Development Corporation Act and the by-laws of the Corporation. 


Touche Ross & Co. 
Chartered Accountants 
Sydney, Canada 
May 21, 1985 


COAL DIVISION 
BALANCE SHEET AS AT MARCH 31 


ASSETS 1985 1984 LIABILITIES 1985 1984 
$ $ $ $ 
Current Current 
Cash anne Gt Maer cn ne cus mein caked ie 7,130,333 6,723,286 Accounts payable— Trade... ai.essc.steeereseweeneess 13,559,037 14,736,544 
Accounts receivable (Note 2) ........cccccccccccceeee. 21,812,315 16,435,319 Accrued wages and vacation pay..............000. 13,343,949 12,613,194 
Inventories, at the lower of cost and net real- Accrued: char ges.x.cue nce ee ee ee 16,420,600 9,980,000 
izable value Employeessdeductionss-. eee 4,853,461 4,340,476 
COA Ree eae ne om en UE, eter craic 38,089,217 33,685,093 Advances—Government of Canada.................. 13,442,244 11,368,288 
Operating materials and supplies .................. 11,875,851 14,090,809 61,619,291 53,038,502 
Prepaidiexpensessneee se etn ets ea 131,367 136,066 ie =a Sa 
79,039,083 71,070,573 EQUITY 
Deferred development costs (Note 1(d)).............. 612,279 Equity of Canada 
EixediGNotessrandij)...... sa At Ee ele 297,412,649 267,643,815 Remstatementattach cd =easeeas nena nee 315,444,720 285,675,886 
377,064,011 338,714,388 377,064,011 338,714,388 


Commitments (Note 4) 
On behalf of the Board: 


TERESA MacNEIL 
Director 


D.C. RANCE 
Director 


| 
! 
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COAL DIVISION COAL DIVISION 
STATEMENT OF EQUITY STATEMENT OF CHANGES IN FINANCIAL POSITION 
AS AT MARCH 31 FOR THE YEAR ENDED MARCH 31 
HnullOS sat cine 1984" 1985 1984 
$ $ $ $ 
Balance at beginning of year oo... eee 285,675,886 268,444,138 Funds provided from 
Add: payments by Canada in respect of mining Payments by Canada 
losses—Vote 35 (Note 1(a))......0..0000000. 10,032,963 83,325,270 In respect of mining losses Vote 35 
payments by Canada in respect of capital (UN ofer'l\ (a) Nir was ccc Gece ee meee meres 10,032,963 83,325,270 
expenditures—Vote 40, 40b In respect of capital expenditures Vote 40, 
(ONC KEW) os Soar trainer econ operon 86,924,793 16,098,442 AQbsNotesl|(G)) peeeee i eee ees 86,924,793 16,098,442 
382,633,642 367,867,850 Proceeds from disposal of fixed assets.................. 359,134 209,336 
Deduchomining |Ossesaa meena ee ee 10,032,963 49,622,754 97,316,890 99,633,048 
depreciation of fixed assets (Note 1(c)).. 30,926,059 32,569,210 
write-off of fixed assets as a result of Funds used for 
No. 26 Colliery closure (Note 7)......... 26,229,900 INctiminingalossespree ee naen Cannan 10,032,963 49,622,754 
| 67,188,922 82,191,964 Defernedidevelopmenticostsema= 4 eee 612,279 
mBalancejatiend olsveatas eae ese eee eee 315,444,720 285,675,886 Expenditures on fixed assets... _ 87,283,927 61,939,375 _ 
Eee ———eE———————————— 97,929,169 111,562,129 
Decreasesin;working’capitalle. ewe ee ee 612,279 11,929,081 
Working capital at beginning of year.......0..0.0.0..0.... 18,032,071 29,961,152 
COAL DIVISION Working capital at end of year oo....ccceeeteeeees 17,419,792 18,032,071 
STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31 
COAL DIVISION 
1985 1984 NOTES TO THE FINANCIAL STATEMENTS 
$ $ MARCH 31, 1985 
Revenue 1. Significant Accounting Policies 
Goaltsalestae rs tome Sern harcore 165,120,674 144,317,578 
Less. external selling expense .................. 8,365,150 7,701,107 (a) Financing 
Oo 156,755,524 136,616,471 The Corporation is financed by way of votes of the Parlia- 
uiside railway revenue.........0..00...00000 3,104,860 2,578,511 ment of Canada. These votes are for the purpose of funding 
Oneratin gale Ve UC atm etn ete 159,860,384 139,194,982 mining losses and to finance capital projects. 
Operating expenses (b) Inventories 
Wages and salaries Eee ea Ree 65,472,558 91,476,184 Inventories are valued at the lower of cost and net realizable 
Holidays and vacations ............0.0.0.000000.. 8,211,534 12,588,000 Walne 
WOnKerse@ompensatlonaenseen sere 8,087,680 14,356,000 ; 
Surcharges... encecss aera eerste enw 7,398,924 9,344,484 (c) Fixed Assets 
Materials and supplies ...................0000 16,366,821 22,207,328 : ; : 
Repair pie teed ce eee 7,984,430 12,025,613 Fixed assets are valued at cost. The Corporation has provided 
Electric poWe? ...ccccscccccsesssssssscssssssseeeeeve 4,755,970 7,336,384 depreciation on its fixed assets based on their estimated use- 
Grantsimlicuotataxes eae eee 2,562,694 3,012,188 ful lives. The Treasury Board of Canada has indicated that 
ALU a eae eet ie ee 664,085 770,798 depreciation should not be provided in determining mining 
| Hired heavy equipment... 3,722,823 3,561,618 losses for Parliamentary appropriation. Accordingly, the 
i Other CADETS CS mae aten Man enseake reece enaenisera 3,788,035 3,325,426 depreciation provision has been eliminated in arriving at this 
urchased (Coalae™.75 aie eee, cate! 5,923,298 5,689,791 amount 
Depreciationeee. sistent ete an ae 30,926,059 32,569,210 4 
(Increase) in coal inventory ..............004. (4,421,650) (12,167,132) (d) Deferred Development Costs 
otalloperatingrexpenses:-asr eee 161,443,261 206,095,892 The Corporation has embarked upon certain development 


projects which will be recognized as operating expenses in the 


Boe rete Une capcises Over Operaune periods in which coal production, resulting from the projects, 


ME VCI Cente create eres thee rey ee 1,582,877 66,900,910 
OSTA Se a ieee eee 13,090,238 11,956,677 pOenees 
mPre-retirement leave ..........:.....:cccceecsscseseeeees 3,961,831 4,338,827 (e) Workers’ Compensation 
Workers’ Compensation (Note I(e)).......... 3,683,000 ’ wer : 
"Interest and other income... (1,181,948) (1,004,450) Cape Breton Development Corporation is in a single pool 
| ~ (21,135,998) (82,191,964) with respect to the Nova Scotia Workers’ plan. Prior to the 
| Deduct:depreciation not deductible in fire in No. 26 Colliery, the expense for Workers’ Compensa- 
determining mining losses tion was allocated to the overhead of each operating unit ona 
(NotesI\(C)) peeare erm meters 30,926,059 32,569,210 formula basis. The Corporation has decided to continue this 
| Net mining profit (losses) before accounting treatment with the exception of the expense that 
employee profit sharing and extraordi- would have been absorbed by No. 26 Colliery. This item is 
TAT VAL CIN S pete eres meee weereanehee ous te 9,790,061 (49,622,754) shown separately on the Statement of Income as a non-opera- 
employee profit sharing s......cccccscsesceeese ete 979,000 tional expense. 
Net mining profit (losses) before extraor- 
Ginanyjitenisigeee ere ee eres 8,811,061 (49,622,754) 
Extraordinary items (Note 7) .....00..0.0..0.00. 18,844,024 


Net mining losses for the year...........0.0.0..... (10,032,963) (49,622,754) 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 
COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1985—Concluded 


2. Accounts Receivable 6. Pensions 


1985 1984 
$ $ 
Wiad eee, ...28 rate eee eo ee amereneer ee 20,094,723 16,397,313 
Other—Glaimmeceivablemm eee eee 1,625,000 
Employees cctc.2c-er ay pr rors eres 142,592 101,747 


21,862,315 16,499,060 
Less: allowance for doubtful accounts......... 50,000 63,741 


21,812,315 16,435,319 


3. Fixed Assets 


1985 1984 
$ $ 

Lingan)HarboursMinesmccss: cee cee 115,086,963 100,860,448 
INOF 26) MING Resse rmtccrcten cr ter meee: 63,147,916 
Prince Minenya-eres. tee 83,164,693 71,513,155 
Donkin—Morien Mine...............00000e 64,429,327 49,497,170 
BinganiphalennViine seeeee.2e ene 1551235359. 

CoaljPreparation)|Blantegecs7rceeee 54,004,882 45,659,934 
DevcoRailwayrenc wren eens 66,631,294 54,222,462 
Othemfixediassetse.=1 eee eer ak 35,604,073 29,149,821 


434,644,591 414,050,906 
Accumulated depreciation (Note 1) ........ 137,231,942 146,407,091 


297,412,649 267,643,815 


4. Commitments 
(a) Commitments on capital projects for ongoing mining opera- 
tions include the following: 
Approximately $850,000 for underground mining equipment 
Approximately $4,000,000 for other facilities 


(b 


— 


In May, 1984, the Government of Canada committed to the 
development of the Lingan-Phalen Mine. The total develop- 
ment costs are anticipated at approximately $183,600,000 
with $71,000,000 approved for the 1985-86 fiscal year. 


(c) During the year, the Corporation completed the redefined 
Phase II (completion of the first tunnel) of the Donkin- 
Morien Project for less than the approved capital funding 
limits of the Government of Canada. 


The Corporation anticipates approval to appropriate 
$16,000,000 of the Corporation’s 1985-86 capital budget to 
complete a second tunnel. Upon completion of this tunnel, 
the Corporation will evaluate the viability of the overall 
project before proceeding further, taking into consideration 
the economic, commercial and strategic considerations with 
regards to the substantial costs involved in the underground 
development of the mine. 


(d) The Corporation leases the General Mining Building, which 
houses the offices of the Coal Division. The lease is for a 20- 
year period, commencing June, 1984, with lease payments of 
approximately $1,300,000 per annum, at a current interest 
rate of 12.5%. The annual lease payments fluctuate with 
changes in the lessor’s mortgage interest rates. 


5. Long-Term Sales Agreement 


The Corporation has signed an agreement with the Nova Scotia 
Power Corporation which calls for the delivery of a substantial 
portion of the Corporation’s coal production to the Power Corpo- 
ration. The agreement expires in the year 2011. 


An actuarial valuation of the Corporation’s Non-Contributory 
Pension Plan as at December 31, 1982 indicated an unfunded 
actuarial liability of $59,800,000. No provision for these liabilities 
was included in the accounts as at March 31, 1985. The minimum 
annual amount required, for past and current service, including 
pension payments, will be approximately $9,400,000 in each year 
from 1985 to 1988 and $3,700,000 from 1989 to 1997. 

Current pension payments are approximately $9,100,000 and 
the balance will be funded by the Corporation in each year. 


. Extraordinary Items 


The extraordinary items consist of losses as the result of a fire 
at No. 26 Colliery, Glace Bay, N.S., and a gain resulting from the 
settlement of a claim against a contractor in connection with the 
construction of the Victoria Junction Coal Preparation facilities. 
Included in the losses are the costs incurred relating to the pro- 
posed reconstruction of 1B Colliery which commenced due to the 
closure of No. 26 Colliery. Subsequent to March 31, 1985, it has 
been determined that the 1B Colliery project is not economically 
feasible and has been discontinued. 


These extraordinary items are as follows: 


$ 
Loss as a result of closure of No. 26 Colliery 

Write-off of fixed assets, including surface assets and 
capital expenditures at 1B Colliery ......0.00.000.000.0.. 26,229,900 
Warehouse inventory made obsolete oo... 2,191,000 

Expenditures to control fire, seal mine and other 
EXPENSES: Ae eet ener ree ees ree 13,765,024 
Employee benefits payable under union contract........... 4,513,000 
Rota! loss: cc Oh cre, cece crete cr ee 46,698,924 

Deduct: write-off of fixed assets not deductible in 
determining \lOsseSe- ee ee een eee 26,229,900 
20,469,024 

Gain on the settlement of claim against contractor 

The claim against the contractor in connection with 

the construction of the Victoria Junction Coal 
Preparation facility has been finalized .............0........ 1,625,000 


18,844,024 


8. Income Taxes 


The Corporation is eligible for a refund of 20% of the invest- 
ment tax credits in respect of qualified expenditures incurred and 
qualifying assets purchased after April 19, 1983. The Corporation 
estimates the refund to be approximately $3,500,000. This 
amount has not been reflected in these financial statements and 
will be recorded as a reduction to the related expenditures or 
assets when received. 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 
INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED BALANCE SHEET 
AS AT MARCH 31 


ASSETS 1985 1984 LIABILITIES 1985 1984 
$ $ $ $ 
Current Current 
Cash Pee Pees ake Sot aan nt ule 1,116,403 1,341,882 ENCCOUNTS) Da Va DL CEN eisai: ete meen eee 356,812 770,454 
Accounts and interest receivable .......0.......cccc002- 394,950 615,463 
Receivable from Province of Nova Scotia............ 3,493 15,298 Long-term! DebtO0.t85.1.0. ee 26,599 
Receivable from Government of Canada............. 1,115,000 970,000 TI es ae. ae 
Inventories ((Notei2(d)) ee eee 407,712 824,401 
fle PaidicXPellscSmanare ert accu armen nate re 25,902 27,554 EQUITY 
3,063,460 3,794,598 Equity(N ote:'l\)# eect txts. ocr 2s eee 19,655,455 20,447,098 
Loans and investments 
oan Se | RE MRA. 8 horny ene Srinavel ied a 1,765,211 GASES 
Investments ereeys..cs.0. ci AO ee eee Te 367,563 22,563 
ong-termuDebUre meek. eee een eee 2,132,774 1,794,118 
Bixcan(INotese2 (0) ran Gis) pemee escent ee eee 14,815,134 15,653,726 
Other 
Deterredichangessee eee eee ee me eee 899 1,709 
20,012,267 21,244,151 20,012,267 21,244,151 


sa a I a a a ee Ee ee Ee 
Guarantees (Note 4) 
Commitments (Note 5) 


On behalf of the Board: 


TERESA MacNEIL 
Director 


D.C. RANCE 
Director 


INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF EQUITY 
AS AT MARCH 31 


1985 1984 
$ $ 
Equityzae Dex inning Ol yea neers: samen cer mee eee 20,447,098 21,550,455 
Payments during year from Government of 
Canada—Vote 45 (Note 1) oo... 10,615,000 10,770,000 
31,062,098 32,320,455 
Deduct: net operating Expenses .............ccccee cece: 11,406,643 11,873,357 


EQuityia HenGrolevied fers ureter yee eeeren: rere eter 19,655,455 20,447,098 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 


INDUSTRIAL DEVELOPMENT DIVISION INDUSTRIAL DEVELOPMENT DIVISION 
CONSOLIDATED OPERATING STATEMENT CONSOLIDATED STATEMENT OF CHANGES IN 
FOR THE YEAR ENDED MARCH 31 FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
1985 1984 
; : in Al OB Sa ove wh Ado 
Development and operating expenses $ $ 
Specialirecoveny projects c.cc:.c.csnescteeraerrntcere: 2,470,000 3,430,000 Funds provided from 
Industrial operations and assistance..................... 1,295,027 1,774,604 Payment from Government of Canada— 
Tourist operations and grants |... 1,291,602 1,535,886 Wote:4 5S... RMA 3 cscs eee ee eta 10,615,000 10,770,000 
New business development assistance .................. 1,810,614 1,284,363 Repayment and reduction of loans ............0..00. 1,149,810 608,311 
Marine farming operations........0..2..0.:cceeeee 1,345,937 1,133,647 Proceeds on sale of fixed assets .............0cccc0ccee $24,831 168,907 
Reallestatesoperating(COSts veneer -.peeee ree: 785,101 763,018 12,289,641 11,547,218 
Community planning and projects....................5. 1,799,566 747,729 Fundshiced for SSS 
Reimar, DrOdUCHOM OPS OTS ei 384,360 244,170 Net operating expenses ....cccscsssscsssssecsssneseenes 11,406,643 ‘11,873,357 
Scholarships and apprentice programs................. 51,856 96,960 oer ienis not He tl f fund 
Loss on disposal of fixed assets ............00:ccee 103,630 176,148* SN gai tai ore Rt OA eal 
ee depreciation and amortization................. 1,643,361 1,467,057 
11,337,693 11,186,525 provision for doubtful loans and invest- 
IMENTS” 22. eee eet ee ten tee 85,004 735,985 
Administration expenses forgiveable portion of loans transferred 
Sallaricss Oster ek ck eet nea, 1,568,343 1,661,566 tO" Branits eye. sce eee eS, ee 59,487 82,886 
Office and miscellaneous expenses ..............00005 344,987 482,715 loss on sale of fixed assets ...............00000 103,630 176,148 
Professional fees —Operational..............0.00000 134,291 92,297 reduction in deferred charges.................. 810 1,589 
—Management contract ......... 80,820 9,514,351 9,409,692 
iravellingrexpensesweweere ee eres 78,348 139,949 Loans 1.313.998 743.449 
ge 220018) ee Se Purchase of fixed assets 
Rental facilities .<--eeeeenn eee 175,613 89,661 
Depreciation and amortization ............0.:.0ccceee 1,643,361 1,467,057 PROUTIStACilicics 2 eee eee 279,924 1,105,953 
Provision for unrecoverable loans and receivables . 346,500 1,085,607 Primary industry facilities... 87,234 324,681 
1,989,861 2,552,664 Secondary industry facilities .........0.00.00 864,418 680,763 
Total operating expenses for the year oo... 15,534,343 16,115,716 Purchase of investment .............c.-ssssssseseeeee 345,000 18,000 
Revenue aS Cl ee Decreaseiin long-tenmidebtre ete ee 26,599 23) 
Touristoperavionsw ces eee es er eee 1,205,861 1,239,212 12,607,137 12,372,430 
Realiestateirentalsvsene eee one oe eee: 1,242,284 1,124,689 
Industrialioperationsy wen set atest csssrecccsr ss oese 609,186 803,252 Decrease: in working Capital) ci\....--c.ccccccccecsectescsrees: (317,496) (825,212) 
Lnterestererere ree reece acide cures ee 618,284 646,324* Working capital at beginning of year ..............00. 3,024,144 3,849,356 
Marine farming operations... 389,107 386,440 Working capital at end of year oo... 2,706,648 3,024,144 
Primary industry operations..........00.0.00:cceee 62,978 42,442 HO - oO 
4,127,700 4,242,359 
INetiopenalingiexpensesr-sen wee eters 11,406,643 11,873,357 
*Restated 


INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL 
STATEMENTS 
MARCH 31, 1985 


1. General Policy 


The objects of the Industrial Development Division are to pro- 
mote and assist the financing and development of industry to pro- 
vide employment on the Island of Cape Breton. In accomplishing 
these aims, the Corporation makes loans and investments, the 
amounts of which are often in excess of those which would be 
available through normal commercial sources. The Corporation 
also makes grants to assist enterprises which are considered likely 
to make a substantial improvement to the development of Cape 
Breton Island. 

The Industrial Development Division is financed by way of 
Vote of the Parliament of Canada. Parliament voted $10,615,000 
for this purpose during the fiscal year ended March 31, 1985. 
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CAPE BRETON DEVELOPMENT CORPORATION—Concluded 
INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL 
STATEMENTS 
MARCH 31, 1985—Concluded 


ve Oly : Sh, (d) Inventories 
2. Significant Accounting Policies i ‘ 
Inventories are valued at the lower of cost and net realizable 


_ (a) (i) Basis of Consolidation value, with cost determined on a first in, first out basis. 


The financial statements of the Industrial Development 
Division include the results of the Division and all its sub- 
sidiaries as explained below. 


Corporation Company 
Interest Year End 


Darr (Cape Breton) Limited 


(RealiEstate) ee eee 100% December 31 
Cape Breton Marine Farming 

Limited 

(Fish and Oyster Farming)........ 100% March 31 
Whale Cove Summer Village 

Limited 

(Tourist Accommodations)........ 62.5% March 31 
Dundee Estates Limited 

(Tourist Accommodations)........ 100% March 31 


(ii) During the year Cape Breton Marine Farming Limited 
ceased operations. Both the operating loss of $820,759 
and the loss on the transfer value of its fixed assets to the 
Corporation of $242,870, are included in the consolidated 
financial statements. 


(iii) During the year the Corporation disposed of its holdings 
in Cape Breton Woolen Mills Limited, and has written 
off its 53.3% equity interest, advances, and loans in the 
aggregate amount of $855,752. As the Corporation had, 
in prior years, recognized equity losses of $539,278, on 
consolidation, the current year loss on disposition ref- 
lected in these financial statements is $380,991, after 
recoveries of advances of $64,517. 


(iv) As the financial statements of Whale Cove Summer Vil- 
lage Limited report a deficit equity position as at March 
31, 1985, and the minority interest in losses to date have 
been absorbed against the total of the minority invested 
capital, the losses of this company are included in the 
consolidated net loss. As a consequence, no minority 
interest is shown in the balance sheet for this subsidiary. 


(b) Fixed Assets 


Fixed assets are recorded at cost. The cost and related 
depreciation of items retired or disposed of are removed from 
the books and any gain or losses are included in the con- 
solidated operating statement. Depreciation is provided on 
the straight-line method using rates based on the estimated 
useful lives of the assets generally as follows: 


Buildings Up to 20 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 


(c) Accounting Policy—Certain Subsidiaries 


The statements of Dundee Estates Limited include notes 
indicating that their statements have been prepared on the 
assumption that the company can continue to operate as a 
going concern, which assumption depends on the continued 
financial support of Cape Breton Development Corporation. 


. Fixed Assets 


1985 1984 
$ $ 
Rentalifacilitiesn ae. yin cee enn 6,175,752 6,021,589 
TOOT SENET INAS: sens scotesne nsaneeorancacemoeaseuinabneess 8,548,716 8,301,117 
Primary industry facilities ..00... 0c IGE ll. 3,291,509 
Secondary industry facilities 000.0000... 6,869,996 6,540,194 
23,345,576 24,154,409 
Less: accumulated depreciation ..............0.000.... 8,530,442 8,500,683 


14,815,134 15,653,726 


The four categories of fixed assets shown above each include 
land, buildings and equipment. 


. Guarantees 


During the 1976 year, the Corporation guaranteed the repay- 
ment by Sydney Steel Corporation of that company’s 
$70,000,000-11%% Series D Debentures and the repayment of 
interest thereon. These funds were borrowed by Sydney Steel Cor- 
poration for the purpose of financing its plant rehabilitation pro- 
gram. The balance of the outstanding debentures has since been 
reduced to $45,710,000. 

The Corporation in 1971 guaranteed the repayment of bank 
advances to Stora Kopparbergs Bergslags Aktiebolag. This guar- 
antee originally amounted to $30,000,000. The balance of 
advances has since been reduced to $10,500,000 of which 
$500,000 is in U.S. dollars. 

The Corporation made the guarantees for and on behalf of Her 
Majesty the Queen in right of Canada; therefore, any amounts 
required to be paid shall be paid out of the Consolidated Revenue 
Fund of Canada and not out of funds of Cape Breton Develop- 
ment Corporation. 


. Commitments 


As at March 31, 1985, the Industrial Development Division of 
the Corporation was committed to expenditures and loans over 
and above the amounts included in the financial statements at 
that time, totalling $2,523,950; being made up of Regular Project 
Commitments of $1,073,950 and Special Commitments of 
$1,450,000 to the Jeux Canada Winter Games ’87 and the Sydney 
Centre 200 project. 


. Subsequent Events 


Subsequent to March 31, 1985, the Corporation has entered 
into negotiations to sell the Inverness Beach tourism facilities for 
approximately $200,000. The net book value of these assets is 
$553,539. The resulting loss on disposal is not reflected in the 
financial statements as at March 31, 1985. 
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SUMMARY PAGE 


DEFENCE CONSTRUCTION (1951) LIMITED 


MANDATE 
To contract for and supervise major military construction and maintenance projects required by the Department of 


National Defence; to provide technical and administrative assistance concerning construction matters to government 
departments and agencies on a cost-recovery basis. 


BACKGROUND 


The corporation has been in operation since 1951. 


CORPORATION DATA 
HEAD OFFICE S.B.I. Building 
Billings Bridge Plaza 
2323 Riverside Drive 
Ottawa, Ontario 
K1A 0K3 
STATUS — Schedule C, Part I 
— an agent of Her Majesty | 
APPROPRIATE MINISTER The Honourable Perrin Beatty, P.C., M.P. 
DEPARTMENT National Defence 
DATE AND MEANS Pursuant to the Defence Production Act (R.S.C. 1970 C. D-2); 
OF INCORPORATION continued under the Canada Corporations Act, November 21, 1978 
CHIEF EXECUTIVE J.R. Lorne Atchison 
OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


Ota ASSEES sce..ck: teeienetty ans ieadd. perbaleeaert ast bo. OEE Sees cessaece ate 2.6 (2 1.0 12 

Obligations to the private Sectoria. an. ANMHte HORNE on) once... nil nil nil nil 

Obligations to, Canad aricacccsenmeee es a gee cea oe ee ee 1.4 nil nil 0.4 

Equity of Canada 7.5 t5c 4.52.35 eae ote ten en (3.1) (3.1) (5.2) (3.0) 
Cash from Canada in the period 

== DUG OCCATY, a.vkchaacninee ince ouio heen eee es oom vances Sree ame 14.3 14.5 12.9 11.4 | 


SS NON=DUAMEtALY yk. eis: cateeoes eee ae cncee eee ee nil nil nil nil 
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DEFENCE CONSTRUCTION (1951) LIMITED 
AUDITOR’S REPORT 


TO THE ASSOCIATE MINISTER OF NATIONAL DEFENCE 


I have examined the balance sheet of Defence Construction (1951) 
Limited as at March 31, 1986 and the statements of operations and 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Defence 
Production Act and the by-laws of the Corporation. 


D. L. Meyers, F.C.A. 
Deputy Auditor General 
| for the Auditor General of Canada 
Ottawa, Canada 
May 30, 1986 


| 


| BALANCE SHEET AS AT MARCH 31, 1986 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
|Current Current 
(OPTS NPL SG 5s Se Ree Sati SR a eae eee eee een ee 2,211,938 315,427 Accounts payable and accrued liabilities.......... 1,175,249 1,174,826 
Accounts receivable from government departments Due:to\Ganada.:...... 282 See ee ee 1,394,606 
andiapencies tA as Shs il ew ) BO) 21,718 $1,655 Contractors’ security deposits (Note 3)............ 212,567 233,250 
DueitromiCanada teehee eer. ee tee. to. tee 465,568 2,782,422 1,408,076 
Other ascsseg th. ots... be. te heog es eee 59,985 23,801 Provision for employee benefits (Note 4) ............ 2,875,300 2,911,710 
2,293,641 856,451 5,657,722 4,319,786 
| Fixed, at cost 
hurnitureand equipments ps 2tes.t.n dean. 920,399 815,647 
Less: accumulated depreciation ..............ccccccscceeee 618,747 499,604 COPIEAE STOCK AND Pe 
301,652 316,043 Capital stock 
Authorized—1 ,000 shares of no par value 
Issued—31 shares fully paid................0...000: 31 31 
Deficits Note:S) esac eee ete te ee (3,062,460) (3,147,323) 
(3,062,429) (3,147,292) 
2,595,293 1,172,494 2,595,293 1,172,494 


Approved by the Board: 


J.R. L. ATCHISON 
Director 


L. E. DAVIES 
Director 
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DEFENCE CONSTRUCTION (1951) LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1986 


1. Authority, objectives and operations 


1986 1985 The Corporation was incorporated under the Canada Corpora- 
$ $ tions Act in 1951 and is continued under the Canada Business 
Papenecs Corporations Act, pursuant to the authority of the Defence Pro- 
ATES Gee, Le ae eee EA 10,130,929 10,156,676 duction Act, to contract for major military construction and 
Employee bencfite.....c.00c00 ieee tees ee 1,209,093 1,150,067 maintenance projects required by the Department of National 
iinavelkand temovalaencets eee eae 794,811 757,396 Defence. The Corporation is a Crown corporation named in Part I 
Officeraccommodationy seco eres tees 494,229 480,726 of Schedule C to the Financial Administration Act. The Corpora- 
Telephone Pee otncctascesa reac stage arpseosiaecsceSona.ctnarbie aw 77,750 308,064 tion is not subject to income taxes. 
Postage, express andufreip hte. eee eee te 179,229 159,264 The Corporation’s principal functions in the field bf construc: 
Advertising coors ooo snenneeennnnantennansssceeenen 162,466 166,972 tion management are to obtain tenders, make recommendations 
Office supplies and maintenance....................... 159,417 185,930 : nae 
Dicpreciation Shore PMier: seer irene 126,680 111,492 regarding proposed awards and to award and administer con- 
Rental of machinery ........::sssssssseseeseenee 118,843 102,614 tracts. As an integral part of its responsibility for contract 
Professional S€rviCeS ......cccccececsscececssvecssesesvevevenee 118,283 104,106 administration, the Corporation inspects the work to ensure com- 
Training and professional development............ 49,896 46,588 pletion in accordance with the contract and certifies contractors’ 
Loss on disposal of fixed assets............00.:0005 26,202 progress claims for payment from funds of the Department of 
Other eee eee tee erecta ner narra Fenn artensan 35,356 20,037 National Defence. It also engages architectural and engineering 
13,856,982 13,776,134 firms to prepare plans and specifications in accordance with the 
Recoveries of expenses (Note 6)..........00:eee 168,720 255,459 requirements of the Department of National Defence. It may pro- 
Cost of operations De et cha. Bienen beach ie athena teamam ah beasiine 13,688,262 13,520,675 vide technical and administrative assistance on construction mat- 
Parliamentary appropriationS.................:1..n he igeeles 13,615,568 


ters to other government departments when required. 
Excess of parliamentary appropriations over cost Lae es ; “ih 

Of operations les Wen ee ian ements 84,863 94,893 2. Significant accounting policies 
Deficit at beginning of the year... By 1472323) 3,242,216 


3,062,460 3,147,323 


Expenses 

The accounts of the Corporation reflect only the administrative 
expenses incurred in procuring the construction and maintenance 
of defence projects on behalf of the Department of National 
Defence and in procuring the construction of such other projects 
as are approved by Treasury Board. 


Deficinatiendiofithe weal entree en re 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1986 Depreciation 
Depreciation is provided by the straight-line method over five 
years. 
1986 1985 5 
; ; Employee benefits 
Employee benefits are expensed when earned by employees. 
Financing activities Pencions 
Parli t IATIONS eee LS yl25 13,615,568 5 : 
pty belthreak Mandy go During the year, the Corporation made payments of $549,937 
és =i ($553,815 in 1985) in respect of current contributions to the Pub- 
Pevaune activities lic Service Superannuation Account of the Government of 
md ey SESS PCOS rate Peete Peel a Canada. The Account is actuarially valued every five years. The 
rovision for employee benefits............... (582,030) (382,445) C Pe ‘buti d ded liabiliti Seat: 
Depreciation ee eae (126,680) (111,492) orporation s contributions and recor e liabilities are limited to 
Riectionicaio otlixediacccts ee (26,202) the matching of the current and certain arrears contributions of 
Net increase (decrease) in non-cash employees. The Corporation is not required to make contributions 
working capital balances related to with respect to actuarial deficiencies of the Account. 
OPERA ONS tee cece nett cee neem (1,833,667) 466,256 : wer 
Cash applied to operations................:00. 11,145,885 13,466,792 Parliamentary appropriations | 
Employee benefits paid ............... 0c 618,440 314,897 The cost of operations is funded by parliamentary appropria- 
Re, tions through the Department of National Defence Vote 15 to the | 
Cash applied to operating activities............ 11,764,325 13,781,689 extent of net annual cash requirements. 
Investing activities , ; 
Acquisition of equipment .......0.....00..000. 112,289 288,307 . Contractors’ security deposits 
Disposaliofequipimentie. semen ar: (14,979) 
G@ashhinvestedeer tse sce een eek toad ccacs cies 112,289 273,328 
Increase (decrease) in cash during the my 1986 98S 
RET 5 en, ae 1,896,511 (439,449) $ $ 
Cash at beginning of the year... 315,427 754,876 Bid deposits... 3: eee ane 114,220 191,700 
@ashvatrendotthe Canteen eee 2,211,938 315,427 Deposits on plans and specifications................0.. 98,347 41,550 
* Consisting of changes in receivables, other assets, accounts payable and 212,567 233,250 


accrued liabilities, and contractors’ security deposits. 
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DEFENCE CONSTRUCTION (1951) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


4. Provision for employee benefits 9. Supplementary information 
The Corporation’s contracting activity on behalf of government 
1986 1985 departments and agencies is summarized below: 
$ $ 
Mhermimation benehitsey +a. cen oe eee ee 2,594,083 2,638,627 1986 1985 
ifecinsurances tees. cae ae ere meres we tee, F 79,327 91,553 (in thousands of 
Runlougibenctitse..c. treet. te oe nee mee erat 201,890 181,530 dollars) 
_2,875,300 _2,911,710_ Contracts in progress at beginning of the year............. 404,755 327,022 
Contractsawarded!s rc. crc net enenrne erence ne 253,221 243,287 
5. Deficit 657,976 570,309 
Contractsicompletediee. ee een eee een 166,096 165,554 


The deficit of the Corporation is comprised primarily of the 
liabilities for employee benefits which will require funding from 
parliamentary appropriations in future years as they are paid. 


Contracts in progress at end of the year ..........ccccee, 491,880 404,755 
Payments on contracts in progress at end of the year.. 366,931 294,219 
Work outstanding on contracts in progress at end of 


6.1 Recoveries of expenses PE VAT Gade sset setae te see ea eater ce 124,949 110,536 


The Corporation provides certain technical and administrative 
assistance to the Department of National Defence and other gov- 
ernment departments and agencies on a cost-recovery basis. As at 
March 31, 1986, accounts receivable for recoveries were $21,288 
(1985—$51,228). 

During the year, in the normal course of operations, the 
Department of National Defence provided office space free of 
charge for 172 employees of the Corporation. 


_ 7. Lease commitments 


The Corporation leases certain equipment and accommodation 
in the performance of its operations. The future aggregate mini- 
mum lease payments are: 


Year ending March 31 $ 
LO Si bmpessr th Cent ee Rn ee paneer aia cg 56,774 
1.9.8 8 peer cement ce ge Mere en recc rac eisiascsceeehacsore ct ee 48,988 
ISSO, ced ahivee asset ck aoeoc cla coat arora ena ee ape ROPES RG see 46,178 
OS OMe ete en roe apts err gn oieeey peer eae 26,937 
178,877 


8. Contingencies 


Claims aggregating approximately $2,419,000 in respect of 
contractual obligations have been received by the Corporation, 
but are not reflected in the accounts. In the opinion of manage- 
ment and legal counsel, the position of the Corporation is defen- 
sible, however the final outcome of such claims is not determi- 
nable. Any settlements resulting from the resolution of these 
claims will be funded through parliamentary appropriations of the 
Department of National Defence, in the year in which the settle- 
ments occur. 
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SUMMARY PAGE 


EXPORT DEVELOPMENT CORPORATION 
MANDATE 
To facilitate and develop export trade by the provision of insurance, guarantees, loans and other financial facilities. 
BACKGROUND 


Funding from Canada for Corporate Account transactions is provided by loans and equity infusions, but the growth 
of the Corporation’s business in recent years has been financed mainly by its borrowing in the private markets. Apart 
from its corporate activities, EDC administers for Canada certain export financing transactions considered to be in 
the national interest for Canada, including those made pursuant to section 31 of the Export Development Act. 


CORPORATION DATA 


HEAD OFFICE 151 O’Connor Street 
P.O. Box 655 
Ottawa, Ontario 
KI1P 5T9 
STATUS —Schedule C, Part I 
—an agent of Her Majesty 
APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 
DATE AND MEANS Established in 1969 by the Export Development Act (R.S.C. 1970, 
OF INCORPORATION C. E-18). 
CHIEF EXECUTIVE Robert Richardson 
OFFICER 
CHAIRMAN V.E. Daughney 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 1983 1982 
(restated) 
CORPORATE ACCOUNT 
At the end of the year 
BIPOUIMA SSCLS oe eee lesb sacs ce ns sean eee 7,296 6,611 6,063 5;282 
Obligations to the private SeClOl. ccna. or ene oe 5,868 S39 4,511 3,844 
Obligations to Canada... \)...dcsoneeretee ee eee 154 258 376 448 
Bquityeolt@ aria dae ea ais ececooius3.: ht ie ase eee eee 896 855 769 651 
Cash from Canada in the year 
SDN SOLE Meri sae oe ca cca sceecs sees snicaectecenc naan ogame nil nil nil nil 
P= HOMs DUC RELA RV i oi asses a cednesscs. cass aeaReRe cone pliesr i> on Bee ener see Bil) 79 116 HES 


CANADA ACCOUNT 
At the end of the year 


Funded by Canada 
COC LV Ct eet een sree cheers co eee ras canine resi eneee eee een 1,142 1,061 900 753 


| 


} 
! 
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EXPORT DEVELOPMENT CORPORATION 
AUDITOR’S REPORT 


THE RIGHT HONOURABLE JOE CLARK, P.C., M.P. 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of Export Development Corpora- 
tion as at December 31, 1985 and the statements of income and 
retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 


accepted auditing standards, and accordingly included such tests and 


other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Export 
Development Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
February 26, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 
(in thousands of dollars) 


ASSETS 1985 1984 


Loans receivable (Note 2) 
Ong tenMminewteencn aaere eee eters entice cise atoeere te 5,111,485 4,829,020 
Short-teriniv tek. ti rn sae teen. he. cathe e 964,741 821,458 


6,076,226 5,650,478 


IANCcrued interestrandul Ces ede. enero teen ere 308,691 272,054 


6,384,917 5,922,532 


Less: allowance for losses on loans ................00:002000 105,257 83,261 


6,279,660 5,839,271 


Cash and marketable securities 


Cashiand'short-term' deposits... ne. ee 629,021 700,709 
Marketable securities (market value: 

1985—$291,465, 1984—$4,481) oo. 291,275 5,048 
ZX COPUCGAIIL CEES Unc nto ee eer eee ted ee Bice 10,453 10,330 


930,749 716,087 


Other assets 
Unamortized debt discount and 
ISSUCLEXPENSES Pe. Arte eevee eee cence ee eae 56,477 47,235 


Other ere aca tat fosce rapt ence Metron rok eee 29,252 32,048 


85,729 79,283 


7,296,138 6,634,641 


Commitments and contingent liabilities (Note 5) 
Approved by the Board of Directors: 


SYLVAIN CLOUTIER 
Chairman of the Board and President 


B. A. CULHAM 
Senior Vice-President, Finance and Treasurer 


LIABILITIES 


Loans payable (Note 3) 
Reon peter ins. ccvtie eee oe eee ee ene ee tees 
Short=terin 2c eee co eee eet cee 
Accrued interest vccconc eee ee 


Other liabilities and deferred revenues 
Accounts payablecas Ate crcncoescensepercestyaeneseeoenct 
Deferred revenues and other credits...................000 
Allowance for claims on insurance and guarantees ... 


SHAREHOLDER’S EQUITY 


Shareicapitali((Note4 mesa eee ees 
Retained earningsttste4 2... ccranumiycenracanet ec 


1985 


3,906,655 
PEER) 7) 
200,764 


6,223,336 


19,464 
127,030 
30,251 


176,745 


697,000 
199,057 


896,057 
7,296,138 
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1984 


3,393,963 
2,000,202 
179,091 


5,573,256 


51,259 
133,293 
22,287 


206,839 


660,000 
194,546 


854,546 
6,634,641 
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EXPORT DEVELOPMENT CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1985 DECEMBER 31, 1985 


CILGEISS COS OSL) 1. Summary of significant accounting policies 


These financial statements are prepared in accordance with 


19851984 accounting principles generally accepted in Canada, consistently 
applied, and conform in all material respects with international 
Loans and guarantees accounting standards. A summary of significant accounting poli- 
Tnterest.carned metic. cohen eee od knee ine eee 573,220 553,469 cies follows: 
SISAL MOO ore a ese sa oa ater cage teaae iene steer Rees 23,568 19,611 ane 
feedeats interestlearned tice A. Ve Vee 67,357 81,481 Marketable securities 
664,145 654,561 Marketable securities are valued at the lower of cost and mar- 
Interest expense tedea soa: aie wala ket value as at the balance sheet date. 
| EO SETS Celeste coe prelen acne ee ben cae boreccestea cease oc cacurEn rorcooe cuba cimo-ce 481,086 436,928 Loan interest earned 
SHORE OTT e et ee ee ccs cen tu cace ec oeremnee Meena: 138,273 175,434 ; ao ’ . ; 
Provision for losses OM loans .............c:0sccsceccnerescceseseerenreeeeteres 21,618 24,120 Interest is accrued on principal receivable until such time as the 
640,977 636,482 loan becomes non-current, Non-current is defined as any loan 
3.168 18.079 where there is significant doubt as to collectibility, where signifi- 
: - cant payments have not been received for a period of two years 
ee ung aie 4 ee ake and rescheduling agreement has not been negotiated, or when a 
enenintecernd ts Oe. semen rescheduling agreement has been signed and a significant pay- 
1.367 23.046 ment has not been received for one year. 
Provisionttorclaimssa.t eae ee en ie 6.781 6411 Finance and service charges, which are paid by exporters, are 
Tala Sab Se taken into interest earned over the disbursement and repayment 
Income sfromioperatiOns settee ee eee eee crs trrecere res) 37,754 34,714 periods of a loan. 
(Administrative expenses ies rete een ee ences 33,243 28,231 Loan fees earned 
ING SITCOM reese er ee se es ee area emer aaaensiemees 4,511 6,483 Administration fees are taken into income as earned over the 


Retained earnings disbursement and repayment periods of a loan, and standby fees 


Beginningioh years seer netee eer se eee 194,546 188,063 are taken into income over the disbursement period. 
Findiolayecary tek ee ee eres core eee accesses deecesceavesseure 199,057 194,546 Exposure fees, which are paid by exporters, are taken ata 
income over the disbursement and repayment periods of a loan. 
Investment interest earned 
STATEMENT OF CHANGES IN FINANCIAL POSITION Investment interest earned is prorated between loans and guar- 
FOR THE YEAR ENDED DECEMBER 31, 1985 antees and insurance and guarantees on the basis of average funds 
(in thousands of dollars) invested. 
Interest expense 
1985 1984 Interest expense includes the amortization of debt discount and 
issue expenses which is charged over the life of the debt on a 
Operations straight line basis. 
Net Income sistesseaseescesscesecnsconsctsecuecouscesecescenesteccesstny 4,511 6,483 Allowance for losses on loans receivable 
Items not affecting cash 
Provision for claims and losses on loans........... 28,399 30,531 The allowance for losses on loans is based on a review of collect- 
Amortization of fees and premiums ................. (33,510) (26,008) ibility of all outstanding loans to sovereign and commercial bor- 
Increase in accruals of interest and fees........... (12,437) (82,152) rowers. In respect of this review, the Corporation recognizes that 
Rescheduling of interest .........-..scscsseesen (29,239) (18,620) the future economic and political conditions in some of the coun- 
Fees and premiums received... ccc 42,891 47,321 tries where the Corporation has made loans are subject to varying 
Other changes... _ (19,460) (12,634) degrees of uncertainties and pressures. Accordingly, delays in the 
(18,845) (55,079) repayment of principal and interest may occur from time to time. 
Loans receivable disbursed... cece (819,980) (934,480) In the case of loans made to or guaranteed by sovereign borrow- 
oansirecelvable repaiduren santas 7 eee 644,759 549,602 ers, that is the governments of countries or their agencies, pay- 
Cash used in operations ..............ceeeeeneeeen (194,066) (439,957) ment delays are not necessarily indicative of a future loss requir- 


ing an allowance. Sovereign entities and their international 


Treasury financial obligations do not have commercial mortality, and the 
Issue of long-term debt... esses 980,291 795,416 international system does not allow the unilateral denial of a sov- 
Repayment-ofilong-term debt <...........cees--e (628,795) (780,562) 


Increase in short-term loans payable.................... 20,109 223,624 BoeD PL CEMET Bue nore, ee interge ions ee pe 
reer cillal 37,000 79,000 several mechanisms and institutions through which countries fac- 
Funding provided sacirovvcecnneninenin 408,605__=317,478_ ing Tepayment Geffrcultler cay) el ect ke Medial, medal ionanuaeiees 
——— ment with their creditors. Therefore, except in the rare instance of 
ierea un Caee ree ninimeash) and: marketable a write-off of asset value agreed to by creditors, the ultimate col- 
SUntiiche 2 eee ee 214,539 (122,479) lectibility of a sovereign’ obligation, and thusite-assetivalucsis nol 
in the opinion of management, subject to question although delays 
may have to be accepted. 

It is the policy of the Corporation to charge to income, in addi- 
tion to any specific provisions made as a result of the review of the 
outstanding loans, an amount sufficient to maintain an 
accumulated non-specific allowance proportionate to the total 
loan principal and interest receivable for which no specific provi- 
sion has been made. 


Cash and marketable securities 
Beginnin gota, ca neeemren rere ere ene 705,757 828,236 
Endiofsycar sree corer cre enero nes 920,296 705,757 
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EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


Insurance premiums 


For global export insurance policies, premiums are taken into 
income at the commencement of coverage. Premiums on other 
export insurance policies are taken into income using methods 
which generally reflect the exposures over the terms of the poli- 
cies. Foreign investment insurance premiums are taken into 
income evenly over the terms of coverage, except that the pre- 
mium in the first year is taken into income in its entirety when 
received. 


Allowance for claims on insurance and guarantees 


The Corporation provides for claims based on claims experience 
augmented, if necessary, by a specific provision based on a review 
of contingent liabilities. Claims payments are recorded at 
estimated recoverable values and included with other assets and 
non-recoverable amounts are charged to the allowance. Subse- 
quent net gains or losses on recovery are credited or charged to 
income. 


Translation of foreign currency 


The Corporation hedges its U.S. dollar assets and liabilities on 
a total portfolio basis. Any net exposure to future changes in the 
U.S. dollar foreign exchange rate is due to short-term timing dif- 
ferences in cash flows. It is the Corporation’s policy to manage 
assets and liabilities denominated in U.S. dollars in such a way as 
to minimize this net exposure. Accordingly, assets and liabilities 
denominated in U.S. dollars are translated into Canadian dollars 
at exchange rates prevailing at year-end. 

Gains and losses relating to the translation of any unhedged 
long-term foreign currency assets or liabilities in other than U.S. 
dollars are deferred and amortized on a straight line basis over the 
remaining life of the asset or liability. The unamortized balance of 
the deferred exchange gains or losses is included in deferred reve- 
nues or other assets. 

Income and expenses are translated at average monthly 
exchange rates in effect during the year. Exchange gains and 
losses resulting from the translation of foreign currency balances 
and transactions are reported with investment interest earned. 


. Loans receivable 


Loans receivable from both sovereign and commercial borrow- 
ers, net of participation by other lenders of $64,294 thousand 
(1984—$65,906 thousand), are mostly at fixed interest rates 
established in competition with similar export credit agencies in 
other countries and generally below commercial rates. These loans 
mature as follows: 


December 31 


1985 1984 
(in thousands 
of dollars) 

Within 12 months 

—EiXCdee en eee een Ey Meee ee la 2 691,178 627,192 

SE OA tN Sixteen Mince: rayis 5, ea ed 56,625 39,875 
OV GT AUC are tage e icin ss ae oe ee eee 216,938 154,391 
LOS Ger Seen tveat:, Orn lewis AC ten) Feel OR) 692,068 
LOS ARS eR h. Le Siete Pe Wer an 751,472 674,885 
ERs Sept ot ede te i lnc ea 788,687 704,733 
LEO lates oie epee rel einer dt ie Be ed 767,706 655,644 
STEAL, see eet St _.co een anne ee Mr pica TBs 672,766 567,693 
OST GTOSL OD Sire ete cece. sc oon eee nen 1,761,247 1,329,842 
199G6%and thereafter sine O10 508 0 ern ee 369,607 204,155 
SLCC Gf aa A NE ar. «Ane 6,076,226 5,650,478 
Commercial loans included above .......................... 1,167,519 1,509,481 


Floating rate loans, generally based on Libor 
rAteSaincluded above > eee ee 568,842 383,495 
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The geographic distribution of these loans is as follows: 
December 31 
1985 1984 
(in thousands 
of dollars) 

PACH Cer cece: 8 icc co eee ee TE 340,552 400,345 
Jacl oentnmneienas Mactan sane ii Erie dak ba $27,131 392,992 
Middle East and East Africa .......cccccccccccscscssceseeeesess 473,531 487,842 
INonthiandtWw.estvA fricase.ces ane eee 1,237,147 1,089,087 
EasterniBurope ais. re. 30. ee ee ee 707,171 647,212 
WiesternjEurope:s ae see Bae are ae eee ees 648,528 643,800 
USAcandiGaribbeanseasee eee een 771,643 715,181 
Mexico and Central America............cccccccccccseseseseees 337,506 369,895 
SouthyA merical ast. <.ee e e eee e $00,939 471,706 
SauthyA menicaew estas eet ete ree eae $32,078 432,418 


6,076,226 5,650,478 


During 1985, overdue interest of $63,528 thousand (1984— 
$77,042 thousand) was recognized as earned. Total accumulated 
overdue interest of $198,816 thousand (1984—$135,288 thou- 
sand) has been recognized as earned. Interest not accrued on 
loans amounted to $43,824 thousand (1984—$2,966 thousand). 
Total accumulated interest not accrued on loans amounted to 
$49,555 thousand (1984—$5,731 thousand). 


The geographic distribution of the overdue principal and inter- 
est, in the amounts of $216,938 thousand (1984—$154,391 thou- 
sand) and $248,371 thousand (1984—$141,019 thousand) respec- 
tively, is as follows: 


December 31 


1985 1984 
(in thousands 
of dollars) 

PA Ci fC ici cacss.ccsuet cha ee ae ee ae ee 1,716 880 
PSEA A ce Sans. ci eee eRe ee TE 820 
Middle /East'and' East Africa .................................. PI PINS. SY PSS92 
INosthiand! WestvA trical eae eee 40,548 22,385 
BaSternte it Ope ocean ee enema en Nel 104,539 67,685 
Western Europe. ac. eae een en 8,442 9,979 
US Avand Cari bbea nese enters srnnnen er aan 20,838 10,082 
Mexico and Central America ..:.............0.0.................... 33,771 33,601 
SouthyAmericayEasts ers eects nae enen 129,821 96,240 
SouthrAmericasWesttes e e  e 103,556 49,306 


465,309 295,410 


In order to facilitate the collectibility of some loans or portions 
of loans, the Corporation has rescheduled principal and interest 
payments in the following amounts: 


December 31 
1985 1984 
(in thousands 
of dollars) 
During the year 
Principal’. Seen seen ee en eae 52,143 68,759 
Interest sere arte ee a ree rence LO 29,239 18,620 
81,382 87,379 
Balance of rescheduled loans outstanding 
SOvenel Bits coe ese oH Oe a etal Be el: ot 289,465 213,031 
Commercial) s¢-sssiaen Fe ees ch a EOE ee 36,752 24,999 


326,217 238,030 
Amounts:overduces 3 eres nen rer ee mee, 21,806 7,297 
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EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


3. 


Loans payable 
Loans payable mature as follows: 
December 31 
1985 1984 
(in thousands 
of dollars) 
Within 12 months 
Seem E XE W.8 OM devs so vatreae coerae ves nossa wash ate eae renee 480,578 488,665 
ea LOALIND VEO oss cttosiatevauter taints eens ee 1,635,339 1,533,345 
OS Get: ROR Sete oe sa tetera eon Rac eeieccer sree 443,383 
NOS Te Cee aint oat seety ase cca oshisie any cee eee 792,231 864,657 
OSB sis BU ORE Ree cere nahi sne rah jSssnaspausaxsercss Memes! 1,180,185 1,115,726 
NOS Oe SR IE SM Msc ete cc oneaseasuaesiea eas eauaaaatene mda ry 538,828 491,917 
1990101994 Mee ree GO ee Paes. asec haatasareteree ieee 1,395,411 456,472 
CL Ot all B.S WAR a hors ceseeseen acct wne ceerecetigeeeteees 6,022,572 5,394,165 


Commercial loans included above 
Fixed interest rates from 5.38% to 16.88% 


(1984—5.38% to 16.88%) ........cccseeeceeeeeeeees 4,120,221 3,296,196 


Floating rate and short-term fixed rate revolving 
lOANSie Be ext Mark...) pure ate mene. Renee 


Canada loans included above 
Fixed interest rates from 5.50% to 9.13% 
(1984—5.50% to 9.25%) ......cccceccesseeeecereeeeeeees 


154,497 257,684 


. Share capital 


The authorized share capital is $1.5 billion consisting of 15 mil- 
lion shares with a par value of $100 each. The number of shares 
issued and fully paid is as follows: 


December 31 


1985 1984 
(in thousands) 
Beginningioiveannee. cerns tore wat tet 6,600 5,810 
ISSUed seperate ere cece re ne re sees cece te esses e sci es 370 790 
Endtofivear sete te, eae tN Pht ci, sscecss onus 6,970 6,600 


. Statutory limits, commitments and contingent liabilities 


The Export Development Act (the Act) allows the Corporation 
to have outstanding loans and commitments to foreign borrowers 
up to a maximum of $15 billion. The position against this limit, 
determined in accordance with the requirements of the Act, is as 
follows: 


December 31 
1985 1984 


(in thousands 
of dollars) 


Loans receivable, net of participation .............0..... 6,076,226 5,650,478 
Undisbursed commitments on signed loan agree- 
ments, net of participation without recourse, 
most of which were signed between December, 
1975 and December, 1985 at face rates from 
7.75% to 14.41% (1984—between December, 
1975 and December, 1984 at face rates from 
ALO OM OMS GU lo) ear mittee screen reece eeaseters 
Participation by other lenders with recourse in 
loansireceiva bleysee.. vce errs, ee 


2,846,209 3,302,566 


WESS7 1,610 
39,737 88,761 


8,894,255 8,865,893 
Pew 1,610 


1,747,854 1,840,285 
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It is anticipated that undisbursed commitments under signed 
loan agreements will be disbursed as delivery of goods and ser- 
vices or progress on projects is achieved, the average period of dis- 
bursement being typically three years. The Corporation expects to 
fund these commitments near the time of disbursement by issuing 
a combination of debt instruments in world capital markets at 
commercial rates of interest and capital stock, while generally 
attempting to match debt maturities and currencies with those of 
its average export loans. Owing to fluctuations in interest rates 
and other factors beyond its control, the Corporation is not always 
able to fund its undisbursed loan commitments at interest rates 
which would result in a profit. 


The Act also specifies that the Corporation can incur liabilities 
under contracts of insurance, related guarantees and guarantees 
pertaining to the lending program up to a maximum of $15 bil- 
lion. The position against this limit, determined in accordance 
with the requirements of the Act, is as follows: 


December 31 


1985 1984 
(in thousands 
of dollars) 
Insurance and related guarantees......................0-. 2,483,804 2,274,935 
Loan guarantees —Disbursed ..................::0c00 201,717 185,038 


== NdiSbUTsede nae eee 6,889 7,874 
2,692,410 2,467,847 


Contingent liabilities included above ..................... 1,863,314 2,009,817 


The Act allows the Corporation to borrow up to a maximum of 
10 times the aggregate of its paid-in capital from time to time and 
the retained earnings determined in accordance with the most 
recent audited financial statements. As at December 31, 1985, 
this formula produced a limit of $8,915 million, (1984—$8,481 
million) against which borrowings amounted to $6,023 million 
(1984—$5,394 million). 


. Short-term deposits and loans payable 


Activity in respect of short-term deposits and loans payable is 
as follows: 


Year ended 
December 31 
1985 1984 
(in thousands 
of dollars) 
Short-term deposits 
Daily averaleeer cera eee esr 757,100 820,600 
IATA si Bio 2 aes Beanies eee ie Pee te 1,187,800 1,248,700 
NS 8 Pi ot 0 o> i a eile ent pene wee 450,800 416,800 


Short-term loans payable 
Daily 'averagemns re pene cn eee 
FIST een ea ee een ete, Meer ten ase were 


1,710,600 1,670,600 
2,182,100 2,147,800 
1,489,400 1,209,500 


The Corporation also had lines of credit and overdraft facilities 
aggregating $3,211 million at December 31, 1985 (1984—$2,095 
million). 
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EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


7. Foreign currency balances 


The Corporation has substantial assets and liabilities in U.S. 
dollars and in other currencies. The Canadian dollar equivalent 
after taking into consideration forward exchange contracts is as 


follows: 
December 31 
1985 1984 
(in thousands 
of dollars) 
U.S. Dollars 
YaNSS ANS ake tina heey Rat i WO 5,369,446 4,582,919 
Eta biliticsmemmenmtcnmer arnt ce etre xen 5,560,755 4,555,791 
INCHIEXDOSUF ER ne rciscn es armen. mete oy (191,309) 27,128 
Rate of exchange U.S. $1.00... 1.3983 1.3217 
British pounds, Deutsche marks, European 
Currency Units, Swiss francs and Yen 
INSSCIS pene a ee Sere at et ee i Ree ie 42,857 116,702 
Wiabiliticsae seackrs eee ee Beard a. 36,448 291,917 
ING REX POSUC Meena renner Side. freee 6,409 (175,215) 
8. Related party transactions 
Transactions with Canada are summarized as follows: 
Year ended 
December 31 
1985 1984 
(in thousands 
of dollars) 
Income and expense items 
Intenestiexpense me een emneerey een te eae 14,853 23,758 
Less: administrative expenses recovered ................... 6,476 6,472 
Interest canncd eae esse ene een eee 467 925 
7,910 16,361 
December 31 
1985 1984 
(in thousands 
of dollars) 
Amounts due to (due from) Canada 
Canada bonds, bearing interest at the rate of 
SSO7imatuning nil 994yeeen eer ee (5,043) (5,048) 
Accrued interest receivable ...0.0...0.....ccccccccsecceseses (21) (23) 
Accounts administered for Canada (Note 10)... 13,416 19,255 
Long-term loans payable ..............c.cccccccseeeeseecens 154,497 257,684 
Accrued interest payable... ..cs.cceseecceees-s-- 3,647 7,175 
166,496 279,043 


The Government of Canada intends to recommend that Parlia- 
ment appropriate such funds as are necessary to cover losses, if 
any, of the Corporation. To date, no such funds have been neces- 


sary. 


The Corporation is not subject to the requirements of the 


Income Tax Act with respect to its earnings. 


The Corporation also enters into transactions with other Crown 


corporations in the normal course of business. 


9. Segmented information 


Loans and insurance are the Corporation’s significant industrial 


segments. 
Loans and guarantees and insurance and guarantees on 


the 


Statement of Income and Retained Earnings reflect income from 
operations of the two segments before deduction of administrative 


expenses. 
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The assets of the Corporation are predominantly identifiable 
with the loans and guarantees program. The geographic distribu- 
tion of loans is shown in Note 2. 

Loan interest and fees earned outside Canada for the year 
ended December 31, 1985 was $570 million (1984—$551 
million). : 

Insurance premiums and fees are earned in Canada. 


. Accounts administered for Canada 


(a) Pursuant to the Act, the Corporation administers for Canada 
certain loans and insurance programs entered into under the 
authority of the Governor in Council for which the Board of 
Directors is not accountable other than in respect of the 
administration of the contracts. 


The summarized financial information set out below is pro- 
vided for purposes of accountability to Parliament and is con- 
solidated annually, as at March 31, with the financial state- 
ments of the Government of Canada which are reported upon 
separately by the Auditor General of Canada. This financial 
information has been prepared in all material respects in 
accordance with the accounting policies set out in Note 1, 
except that no allowances have been made for losses on loans 
receivable or for claims on insurance and guarantees, and the 
Corporation’s policy regarding non-current loans has not 
been applied. 


Loans receivable, which are recorded at amounts disbursed 
net of repayments, include some loans where the interest 
rates were significantly below commercial rates at the time 
the contract was entered into. 


December 31 


1985 1984 
(in thousands 
of dollars) 
Assets 
Loans receivable (Note 10 (b)) 
PrinGi pals ts eee Mee eas cca eh eases 1,043,244 985,188 
Less: participation by other lenders............ 13,030 19,744 
1,030,214 965,444 
Accrued interest and fees ......0.0....-cccccceee: 98,170 76,299 


Otherreceivables=ayeeeee ee eee 48 15 


Due from the Corporation (Note 8)........... 13,416 19,255 
1,141,848 1,061,013 
These assets were funded by Canada as follows: 
Year ended 
December 31 
1985 1984 
(in thousands 
of dollars) 

Funds provided by Canada less repay- 

ments of principal and interest, net of 

Panticipationee eee Cie, (61,095) 19,876 
Loans interest, fees, insurance and guar- 

antee premiums earned .............0....0.0.... 127,115 111,774 
Claims paid, net of recoveries .................. (3,661) (5,591) 
Administrative expenses ...........0.......cc000. (6,476) (6,472) 
Increase in payables to Canada................ 24,952 41,097 

80,835 160,684 

Assets funded by Canada 

Beginningiofiyeat ec ee ae 1,061,013 900,329 

End Oley calerrre samy tere reer 1,141,848 1,061,013 
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EXPORT DEVELOPMENT CORPORATION—Concluded 
NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


(b) Canada account loans receivable 


Loans receivable from both sovereign and commercial bor- 
rowers, net of participation by other lenders, mature as fol- 


lows: 
December 31 
1985 1984 
(in thousands 
of dollars) 

Overdilers. ticweteesneae co eee 109,843 78,712 
[OSS Ae ek ee ne ee ee meee 72,261 
1S Greeters states at ee a a 76,195 75,176 
JURY S57 fea ch be Ra meth eb Leena nes enteieaie N tS 74,885 74,034 
LOSS: Hie MeOee Winn ee ee eet et eeryiae 68,870 65,284 
TOS eke eee alten, oe ee ee 61,332 52,568 
NOG O Rice cacy em cai ad Bot ecke ee epee 59,981 50,046 
199 tonl9 OSs cee cea ee eek 385,449 337,687 
1996;and' thereafter... 2.46. ee 193,659 159,676 
Total le ere ie eae ee rae inn RB ea 1,030,214 965,444 
Commercial loans included above .............. 44,037 73,987 


OverduesntereSt... ree eee eee esses 89,442 61,583 


In order to facilitate the collectibility of some loans or por- 
tions of loans, agreements have been concluded with the 
approval of the Governor in Council to reschedule princi- 
pal and interest payments due from sovereign borrowers in 
the current year in the following amounts: 


December 31 


1985 1984 
(in thousands 
of dollars) 
Pinch palette erect ne teen aide reais corts sesttre 22,418 8,758 
Interes there ees oohecces ee ne 11,677 1,782 


34,095 10,540 


Balance of rescheduled sovereign loans 
OUEStaNnd IN Perea aioe eee ee eee 84,443 52,175 


ATMOUNtS OVEN GUC res. see ca sec cee ee cncer ance ee 9.417 6,413 


(c) Canada account statutory limits, commitments and contin- 
gent liabilities 


The Act allows the Accounts administered for Canada to 
have outstanding loans and commitments to foreign borrow- 
ers up to a maximum of $6 billion. The position against this 
limit, determined in accordance with the requirements of the 
Act, is as follows: 


December 31 


1985 1984 
(in thousands 
of dollars) 
Loans receivable, net of participation ....... 1,030,214 965,444 
Undisbursed commitments on _ signed 
loan agreements, net of participation 
WITROULTECOUNSE:. 26. ec ste ace one 405,494 BS e257, 
Participation by other lenders with re- 
course in loans ‘receivable ..........:..06000.:-- 13,030 19,744 
Less: amounts not subject to statutory 
lira teaes eee eee ec eee 10,974 2,591 


1,437,764 1,355,834 


Contingent liabilities included above ......... 13,030 19,744 
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The Act also specifies that the Accounts administered for 
Canada can incur liabilities under contracts of insurance, 
related guarantees and guarantees pertaining to the lend- 
ing program up to a maximum of $7 billion. The position 
against this limit, determined in accordance with the 
requirements of the Act, was $428 million (1984—$428 
million) including contingent liabilities of $374 million 
(1984—$374 million). 
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SUMMARY PAGE 


FARM CREDIT CORPORATION 


MANDATE 


To assist Canadian farmers to establish and develop viable farm enterprises through the provision of long-term credit 
and other financial services. 


| BACKGROUND 


Since 1959, under the authority of the Farm Credit Act, the corporation has made loans to farmers for the purchase 
of farm lands, for permanent farm improvements, for the purchase of livestock and machinery, and to refinance debt. 

Under the authority of the Farm Syndicates Credit Act, the corporation may make loans to groups of farmers for the 
joint acquisition of agricultural facilities and equipment. The maximum loan for an individual farm is $400,000 and 
for a syndicate is $100,000. As of March 31, 1986 the corporation had 78,183 loans outstanding. The corporation has 
571 employees stationed at headquarters, seven regional offices and about 100 district and field offices. 


/_CORPORATION DATA 


HEAD OFFICE P.O. Box 2314 
Station D 

434 Queen Street 
Ottawa, Ontario 
| KI1P 6J9 


'STATUS — Schedule C, Part I 
| — an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable John Wise, P.C., M.P. 


DEPARTMENT Agriculture 


DATE AND MEANS Established in 1959 by the Farm Credit Act. Its predecessor was the 
OF INCORPORATION Canadian Farm Loan Board, founded in 1929. 


(CHIEF EXECUTIVE Eiliv H. Anderson 
OFFICER AND CHAIRMAN 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


! 


PONSA SSCLS we ceo eA EE arc eed ei amma. oie Dy FOS 4,940 4,901 4,300 

Obligations ,totheaprivatesector .c...veeia sss Sebi cessen doce: 984 571 306 50 

Obligationsata: Canad awd sates cccssccsccdeee ve dcsvsbdec cncboeeleces 3,896 4,110 4,310 3,955 

POUT OL Canada. (Cee tererenem tk tNe tn ae eS Ere, oc ni 8 129 131 164 
‘Cash from Canada in the period 

—abud getar Yrusvienwac deck. oe PO ee Oe adhe As tica.ip al nil nil nil nil 


Enon DUUBCLATY netic: nen toe A ec eae (214) LiL) 378 394 
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FARM CREDIT CORPORATION 


MANAGEMENT’S RESPONSIBILITY 
FOR FINANCIAL STATEMENTS 


The accompanying financial statements of Farm Credit Corporation 
and all information in this annual report are the responsibility of man- 
agement and have been approved by the Board of Directors. The finan- 
cial statements include some amounts that are necessarily based on 
management’s best estimates and judgement. 


The financial statements have been prepared by management in 
accordance with accounting principles which are generally accepted in 
Canada and which have been consistently applied. Financial informa- 
tion presented elsewhere in the annual report is consistent with that 
contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of the 
financial statements, management maintains financial and manage- 
ment control systems and practices designed to provide reasonable 
assurance that transactions are authorized, assets are safeguarded and 
proper records are maintained. The system of internal controls is aug- 
mented by internal audit which conducts periodic reviews of different 
aspects of the Corporation’s operations. In addition, the internal and 
external auditors have full and free access to the Audit Committee of 
the Board, which oversees management’s responsibilities for maintain- 
ing adequate control systems and the quality of financial reporting. 


These financial statements have been independently examined by 
the Corporation’s auditor, the Auditor General of Canada, and his 
report is included herein. 


Eiliv H. Anderson 
Chairman and Chief Executive Officer 


William G. Mann, C.A. 
Comptroller and Chief Financial Officer 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 
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AUDITOR’S REPORT 


THE HONOURABLE JOHN WISE, P.C., M.P. 
MINISTER OF AGRICULTURE 


I have examined the balance sheet of Farm Credit Corporation as at 
March 31, 1986 and the statements of operations and deficit and 
changes in financial position for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Farm 
Credit Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
June 12, 1986 


ee oc eee ——————————————————e—e—Eee ee 


ASSETS 1986 1985 
Cash and short-term investments .................cccccccseeeeeseees 112,348 
ACCOUNTS TECElVa Die ae cee ee reericct te creer ee nities 192 92 
oansireceivablew(Notei3) ie ciccccosrcnccnacssctsees esse ones 5,018,898 4,992,728 
Less: allowance for loan losses (Note 4) ................0:0065 190,400 105,400 
4,828,498 4,887,328 
Realestate remmerr te care boi cvanenvassas auc seam enacreteet 45,805 26,987 
Fixedtassetswtm eer ran error niece 1,983 1,738 
Unamortized debt issue expenses ..............:cccccereereereee 26,210 24,084 


5,015,036 4,940,229 


ee ——————————————_—_—__ TTT 


LIABILITIES 1986 1985 

Bank ‘indebtedness... comer eee 161 
Accounts payable and accrued liabilities ........00.0000.... 6,842 6,223 
Shortzterminotestics ee ee ee eee 237,497 97,333 
Provision for employee termination benefits .................. 4,583 2,844 


oans payablei(IN ote) mses emer en 4,758,415 4,704,563 


5,007,337 4,811,124 


EQUITY OF CANADA 
Contributedicapitali(INOtel6) peeene ee eas cert eran 21853330) 218;333 
Delicit te nec ee as rece na eee 210,634 89,228 


7,699 129,105 
5,015,036 4,940,229 


058 eee 


The accompanying notes are an integral part of the financial statements. 
Approved by the Board: 


EILIV H. ANDERSON 
Chairman and Chief Executive Officer 


PAUL BABEY 
Vice-Chairman and Chief Operating Officer 
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FARM CREDIT CORPORATION—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


1986 1985 
Interest income 
BIPOANSMECEIVA DIC eerie cesta ne 509,497 514,410 
ATV ESUITICN tS eee tees eee rss oe oe On ee er eee 11,098 12,851 


5203595275201 
Interest expense 


MEGANSINAV A DICH Cre eee... Scone. at tees ee Orne ee 452,978 466,670 
Short-terminotespevees: MGs... ..8. cone ee eee A/a 13,312 
474,705 479,982 

BLS EINICreS CINCOM Cpe ssc ossccee eee teaser ee 45,890 47,279 
BOVISION f OFMOANIIOSSES ete wre ate eee ee meee 133,972 46,278 
(88,082) 1,001 

ees androther IncOMes me oaviisse eek ee 1,637 907 


(86,445) 1,908 
Administrative expenses 


Salanries‘and'employee'benefits..5...0.. eee 26,298 23,978 
MRAVELE meee eee es eee. RES) Uda a eee 2,494 2,183 
Office-accommodationeewess. ere cere eae 2,429 25393 
CE Cree ete AA esteee sei Secie esa 3,740 S572 
34,961 32,086 

BFOSS fOTALN EMV Caleey x ste eee Ree. Sie ee 121,406 30,178 
Meficitatibesinningiofitheyeatmeren: ee. sere 89,228 59,050 


Meficitvat end ofttheryeanaenwer ek ek ee ee eee 210,634 89,228 


The accompanying notes are an integral part of the financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


1986 1985 
Cash provided by (used in) operating activities 
TEOSS fOnithesy Canam taht Sate tangs Aree tes (121,406) (30,178) 
Items not involving cash 
Provisioniforloanulosses «eee ee 133,972 46,278 
Iossesion loans necelVa Diese eet. (14,660) (7,283) 
Write-down and losses on real estate................ (34,312) (20,245) 
Increase in interest due on loans receivable ..... (70,159) (45,754) 
Net change in accrued interest.............0.0000. 3,800 (32,458) 
Others fav Seta, hed recital Ee. A eet 2,008 (1,506) 
(100,757) (91,146) 
AEOANSILOMATINETS toe TA ee ee A (222,447) (258,193) 
oansineceiva ble repaidins<..) ee) sreseer tee L. 256,286 235,247 
Encreasennirealiestateraas... 3 ot eee eee ene (18,818) (12,686) 
OURS scr cel tk bl Ts ee Reed 4 5,073 4,571 
Cash used in operating activities.....00000000... (80,663) (122,207) 
Cash provided by (used in) financing activities 
Oa NS TLOMmMC AN aC asec 8 0c eee teamed net 42,500 667,200 
oansinepaldsto@anaGa, ate. rete eee ee (256,868) (867,025) 
ioansitromy Capital. MarketSa.0 ean ee 273,459 167,543 
DebtussherexPenses <ctec<ncicc cen eee rete (6,083) (12,233) 
Net increase in short-term notes .........0....ccccee 140,164 975333 
Capital contributed by Canada..............00cccce 28,400 
Cash provided by financing activities............... 193,172 81,218 
Net increase (decrease) in cash and short-term 
ANVESTINIONtS ete eve ack ne een 112,509 (40,989) 
Cash and short-term investments (bank indebted- 
HESS) at begins Olsyealers et means ease (161) 40,828 
Cash and short-term investments (bank indebted- 
Mess) A Teng Olly ea Teen ere cee eee ane eee 112,348 (161) 


The accompanying notes are an integral part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. The Corporation 


Farm Credit Corporation was established in 1959 by the Farm 
Credit Act as the successor to the Canadian Farm Loan Board 
and is a Crown corporation named in Schedule C, Part I of the 
Financial Administration Act. The Corporation’s prime objective 
is to assist Canadian farmers to establish and develop viable farm 
enterprises through the use of long-term credit as provided for by 
the Farm Credit Act. 

The Corporation also administers the lending program author- 
ized under the Farm Syndicates Credit Act which was originally 
introduced as the Farm Machinery Syndicates Credit Act in 
1964. It provides for loans to groups or syndicates of farmers 
organized to share in the purchase and use of farm machinery, 
buildings and installed equipment. 

Under the provisions of the Farm Credit Act, the Corporation 
is also required to administer certain programs assigned to it by 
the Government. The Corporation extended credit under the Spe- 
cial Farm Financial Assistance Program, a temporary program 
which expired in June 1984, introduced to assist farmers in finan- 
cial difficulty. 


2. Significant accounting policies 


(a) Allowance for loan losses 


The allowance for loan losses relates to loans receivable and 
represents an estimate of future probable losses on the 
accounts outstanding at the end of the year. With respect to 
this estimate, the Corporation recognizes that future eco- 
nomic and agricultural conditions are not predictable and, 
therefore, their impact on the collectability of loans is uncer- 
tain. 

Actual losses on loans and write-downs of acquired real 
estate to net realizable value are charged to the allowance 
while recoveries of loan losses are credited to the allowance. 
The adjustment of the allowance to the appropriate level is 
charged to operations as a provision for loan losses. 


(b) Revenue recognition 


Interest income is recorded on an accrual basis. Interest is 
not accrued on non-performing loans, which are defined as 
those where there is reasonable doubt as to collectability and 
are under legal recovery action. 

Loan application fees are recorded when received. Appraisal 
fees withheld from loan funds are recorded at the time the 
loans are disbursed. Partial discharge fees are recorded when 
the discharge occurs. 

Service charges earned on loans to farm syndicates are 
recorded when loans are disbursed. 

Penalties charged on loan prepayments are recorded at the 
time the prepayments are applied as a reduction of loan prin- 
cipal. 

Fees relating to mortgage assumptions, exchange of securities 
and renewal of term mortgages are recorded when the related 
mortgage documents are prepared. 


(c) Real estate 


Real estate is carried at the lower of cost and net realizable 
value. It represents farm property acquired in the process of 
administering the outstanding loans receivable and must be 
disposed of within five years of acquisition or such further 
period as the Governor in Council may prescribe. 


Fixed assets 


Fixed assets are recorded at cost less accumulated deprecia- 
tion. Leasehold improvements are amortized using the 
straight-line method over the term of the lease and one 
renewal period. Computer hardware and software are 
depreciated using the straight-line method over their 


(d 
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FARM CREDIT CORPORATION—Continued 


NOTES 


TO FINANCIAL STATEMENTS 


MARCH 31, 1986—Continued 


(e) 


(f) 


—S 


(g 


(h) 


(i) 


estimated useful lives. Other fixed assets are depreciated 
using the diminishing balance method at annual rates of 20% 
for furniture and equipment and 30% for automobiles. 


Debt issue expenses 


Discounts and expenses relating to the issuance of debt are 
amortized on a straight-line basis over the life of the debt and 
included in interest expense on loans payable. 


Translation of foreign currencies 


Loans payable in foreign currencies are hedged by currency 
conversion agreements and are translated into Canadian dol- 
lars at the rates provided therein. The differences between 
the ultimate amounts payable at the contracted rates and the 
cash proceeds of the debt issues are considered to be financ- 
ing costs and are therefore amortized by charges to interest 
expense over the lives of the obligations on a straight-line 
basis. The unamortized portion of these costs is included with 
unamortized debt issue expenses in the balance sheet. The 
related interest payable in foreign currencies on these debt 
issues is also hedged by currency conversion agreements and 
is translated into Canadian dollars at such contract rates. 


Pension plan 


The Corporation’s employees participate in the Public Ser- 
vice Superannuation Plan administered by the Government 
of Canada. Contributions to the Plan are made equally by 
both employees and the Corporation, and these contributions 
in respect of current service are expensed during the year in 
which the services are rendered. 


Employee termination benefits 


On termination of employment, employees of the Corpora- 
tion are entitled to severance benefits provided for under 
their terms of employment. The liability for these benefits is 
recorded as the benefits accrue to the employees. 


Income taxes 


The Corporation records income taxes on the tax allocation 
basis which recognizes the income tax effect on transactions 
when they are recorded in accounting income, regardless of 
when such items are recognized for tax purposes. 


3. Loans receivable 


Maturi- 
ties Annual 
not interest 
exceeding rate % 1986 1985 
(in thousands of 
dollars) 


Loans to farmers, 


secured by mort- 

CAgeSemerte eee 25 years 5-7 % 614,034 671,919 
26 years 8-10 % 1,825,680 1,898,708 
26 years 11-12 % 1,662,452 1,730,870 
27 years 13-16 % 877,242 654,699 


4,979,408 4,956,196 


Loans to farm syn- 


dicates, secured 
bYANOLES is eeaeccte IS years 64-17 '2 9,012 MIESI2 


Loans receivable 


from real estate 
sales, secured by 
agreements _ for 
sale or mortgages. 26 years 5-15 % 30,478 25,020 


5,018,898 4,992,728 
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Maturities by fiscal year are as follows: 


1986 1985 
(in thousands of 
dollars) 

198 Gites! Bateson a rican, ores 502,998 
[98 Thre teasers estat tyhictre mire oe eens 578,077 138,036 
Nao i Sess cs aneecanene eek one er reat eA a i 139,920 148,228 
1989.0 ee Bea ain beaten eee 149,770 158,937 
19902 saute nee BA. ed eee 160,017 170,538 
1991 caeee Nunca ei eer teran amar ar tater eee eer 171,437 182,709 
199 2sthroughy20 Sie een ter centers 3,819,677 3,691,282 


5,018,898 4,992,728 


At March 31, 1986 accrued interest of $254.0 million (1985— 
$263.0 million) and arrears of $247.9 million (1985—$164.2 mil- 
lion) are included in loans receivable and shown as maturing in 
the year ending March 31, 1987. During the year, interest not rec- 
ognized on non-performing loans amounted to $5.4 million. 

Prepayments of principal from farmers of $106.3 million 
(1985—$101.6 million) were received during the year. 


4. Allowance for loan losses 


The allowance for loan losses at March 31, 1986 reflects the 
Government’s $20 million commitment to reduce the impact of 
future probable loan losses on the Corporation. This $20 million 
commitment was made in the February 26, 1986 Budget as part 
of the Federal Government’s Farm Financial Assistance package. 


5. Loans payable 


Maturi- 
ties Annual 
not interest 
exceeding rate % 1986 1985 
(in thousands of 
dollars) 
Loans from Canada, 
secured by notes 
Farm Credit Act.. 11 years 5-7 % 625,951 731,478 
15 years 8-10 % 1,529,561 1,552,067 
16 years 11-12% 1,730,977 1,815,966 


3,886,489 4,099,511 
Farm Syndicates 
Credit Act........ 8 years 9 4-16 2 Cilia 10,518 
3,895,661 4,110,029 
Loans from capital 
markets, secur- 
ed by notes 
Farm Credit Act.. 10 years 8 4-12 % 735:32 461,575 
Amounts owing in 
respect of interest 
rate and currency 
conversion agree- 


MeNtSee eens 10 years 8 %4-11 11,290 11,568 
4,642,263 4,583,172 
PNCCHUCCIINCCLES Umer. acre ee een ere 116,152 121,391 


4,758,415 4,704,563 
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FARM CREDIT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


Maturities by fiscal year are as follows: 


10. Operating leases 


The future minimum lease payments by fiscal year required 


Jes ee under operating leases having initial non-cancellable lease terms 
(in thousands of in excess of one year are as follows: 
dollars) 
(in 
NOSGE Rel Se, Fels ha AY Fees Ns be hoe 318,260 
TOAD RRAGONS cha. wk: he mememenbies ean 327,854 191,198 tease: 
LOSS seirent cscs ex). tae eaten eee 211,885 187,996 dollars) 
O89 cae as scvlesstte Poe y SED ok doles cond 230,534 203,330 SSS 
19.00) se eer i530) nec i acces 861,462 830,469 
|B ts ie a a ct do re 460,136 382,667 9 enn a Corey ee ees eee tay a ae 1,575 
1992"through 2004.0, SUatEs Wy Se 2,666,544 2,590,643 Ce RP irl acy apodeme. | on | 1,102 
4,758,41 5 4,704,563 1989 BMSin'e SR einle vie se/d m9 nin nreecslylachieninie alsis/e|sia.eidiulenuip.c'siu mible « pis/aia ts'ne 6 (sidla\d ala al viaw ehilely siciseitin'a/dy'6 piu uals) 754 
LL eae ee ie eae RAR Se PR aR leet lat ewag td ok led wen he ne 648 
i) Une tenes FAD ak sei Ga as eh Deli nets Sulina ad Ot 510 
At March 31, 1986 accrued interest of $116.2 million (1985— 1992iand ‘subsequent; semen ic ha. eee ee 1,803 
$121.4 million) is shown as maturing in the year ending March 6,392 


31, 1987. 

The Corporation has received blanket approval from Treasury 
Board Canada to borrow an amount not exceeding $601 million 
from the capital markets during the year ending March 31, 1987. 
Individual approval is required from the Minister of Finance for 


These leases generally provide for the payment by the Corpora- 
tion of real estate taxes and operating expenses in excess of those 
amounts established at the commencement of the lease term. 


each borrowing. 11. Segmented information 
. Contributed capital The Corporation operates in one business segment, providing 
: ; : - l i g 
The contributed capital of the Corporation represents the Loe eer loans ene haar ers 
amount received from Canada under Section 12 of the Farm 12. Subsequent Event—Commodity-based Loan Program 
Credit Act. The statutory limit on this amount is $225.0 million In the February 26, 1986 Budget, the Government directed the 
(1985—$225.0 million). During the year, no capital (1985— Corporation to establish a $700 million loan program (up to $300 
$28.4 million) was contributed by Canada. million in 1986-87 and up to an additional $400 million in 1987- 
Mincomedas ce 88) to make commodity-based mortgages available to existing cli- 
; : d } ents who are experiencing financial difficulty and who meet the 
At March 31, 1986 the Corporation has available various tim- eligibility criteria. 
ing differences of approximately $186.0 million which have not ; : 
been recognized in the accounts and which result primarily from can Sere cs useaoan Program i eee te Sortie Le 
differences between the provision for loan losses charged to opera- aa AG mae see ane) aaa eee a a 
tions and the amount claimed for tax purposes pursuant to Sec- Ls he pepe niet : : 5 pone ap eae Aiba #2 
tion 33 of the Income Tax Act. vary according to the avu ity of the farm business to pay because 
of variable commodity prices. 
erat Oneorro wipe 13. Comparative figures 


The Farm Credit Act limits the aggregate amount outstanding 
of the principal borrowings by the Corporation pursuant to the 
Act to twenty-five times the capital of the Corporation. At March 
31, 1986 the Corporation’s outstanding borrowings under this 
Act, comprising short-term notes of $237.5 million and loans pay- 
able of $4,621.8 million, were 22.26 times the capital of $218.3 
million (1985—21.33 times). 

The Farm Syndicates Credit Act limits the loans from Canada 
pursuant to the Act to twenty-five million dollars. At March 31, 
1986 the Corporation’s loans from Canada under this Act were 
$9.2 million (1985—$10.5 million). 


. Commitment to farmers 


As at March 31, 1986 loans to farmers approved but not dis- 
bursed amounted to $44.3 million (1985—$41.2 million), most of 
which were approved at rates ranging from 11 4% to 12 4%. It is 
expected that the majority of these loans will be disbursed within 
the six-month period ending September 30, 1986 from funds to be 
borrowed by the Corporation at prevailing commercial rates of 
interest at the time of borrowing. 


Certain 1985 comparative figures have been reclassified to 


reflect the presentation adopted in 1986. 
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FEDERAL BUSINESS DEVELOPMENT BANK 


MANDATE 

To promote and assist in the establishment and development of business enterprises in Canada by providing financial 
assistance, management counselling, management training, information and advice. 

BACKGROUND 

Since 1974, the Bank has provided financial assistance to Canadian firms by acting as a supplementary lender and a 


source of equity financing. It also provides financial planning, counselling and training, information and other 
management services. 


CORPORATION DATA 
HEAD OFFICE 800 Victoria Square 
Box 335 
Stock Exchange Tower Station 
Montreal, Quebec 
H4Z 1L4 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Michel Coté, P.C., M.P. 
DEPARTMENT Regional Industrial Expansion 
DATE AND MEANS OF 1974, the Federal Business Development Bank Act (Successor to the 
INCORPORATION Industrial Development Bank, established 1944). 
CHIEF EXECUTIVE Guy A. Lavigueur 
OFFICER 
CHAIRMAN William J. McAleer 
AUDITOR Maheu Noiseux and Price Waterhouse 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 
At the end of the period 


Total PASSE US Mier hepa tire Psa ees Pete ene ee 15595 1,566 1,616 1,907 

Obligations tomtherprivate Sectors 2. crete ey ea es 1,184 1023 921 1,004 

Obligations tO;@anada sari)... 0. cceee nl marian eee eee 144 263 420 592 

EGqUit vata iil aimee 08 er ors cig a feo saaie dost arene eee dana tence 207 202 200 207 
Cash from Canada in the period 

ees. 1 (8 (Loi 02 gh ONY ine RO eRe Rc mre eee As Sem Ls © PE 26 31 78 118 


= — NON=DUGEtAny «aclu: Nake a ks ck en RO a nil nil nil 26 
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FEDERAL BUSINESS DEVELOPMENT BANK 


MANAGEMENT'S RESPONSIBILITY 
FOR FINANCIAL STATEMENTS 


The accompanying financial statements were prepared by the man- 
agement of the Federal Business Development Bank in accordance 
with accounting principles generally accepted in Canada, consistently 
applied. The financial data contained in other sections of this annual 
report is consistent with the content of the financial statements. 


In discharging its responsibility for the integrity and fairness of the 
financial statements and for the accounting systems from which they 
are derived, management maintains a system of internal controls 
designed to provide reasonable assurance that transactions are author- 
ized, assets are safeguarded and proper records are maintained. The 
system of internal controls is augmented by audit and inspection staff 
who conduct periodic reviews of different aspects of the Bank’s opera- 
tions. In addition, the Vice-President, Internal Audit and the 
Independent Auditor have full and free access to the Audit Committee 
of the Bank’s Board of Directors which oversees management’s respon- 
sibilities for maintaining adequate control systems and the quality of 
financial reporting. 


These financial statements have been examined and reported upon 
by the Bank’s independent auditor, Mr. Raymond J. Morcel, F.C.A. of 
Price Waterhouse, Chartered Accountants. 


Guy A. Lavigueur 


President 
BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 
ASSETS 1986 1985 
COS es a scepremanee che sapeasenale eRe ean nee tens ene ee 968 504 
TREE OS sa ete techies, AL, LF Rn ern 14,093 41,523 
15,061 42,027 

Becuritiestissuedsby, Canada ten eesettnre nu woke erate: 40,495 
TS OA NS Wx eon ee ae eae oreo RR ee Be D, 2. tl 1,646,695 1,560,019 
Venture capital investments (Note 4) 0.0.00... 35,108 34,640 
Interested RerandeaCCEUeCG wa se ee 21,657 29,302 

1,703,460 1,623,961 
Less: accumulated provision for losses (Note 5) ............ 141,831 157,737 

1,561,629 1,466,224 
Fixed assets, less accumulated depreciation ................... 5,766 5,130 
iWnamontizedidebiissueiex DENSCS irene rn caer 8,501 S5auil 
OTC ASSELS pee tc ey ec hee ocage e 4,030 8,838 


1,594,987 1,566,085 
Approved by the Board: 


H. H. MACKAY 
Director 


GUY A. LAVIGUEUR 
Director 
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AUDITOR’S REPORT 


THE HONOURABLE MINISTER OF REGIONAL 
INDUSTRIAL EXPANSION 

THE HONOURABLE MINISTER OF STATE 
SMALL BUSINESSES 


I have examined the balance sheet of the Federal Business Develop- 
ment Bank as at March 31, 1986, and the statements of operations, 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Federal Business Development Bank as at March 31, 
1986, and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


Further, I have examined the transactions that came to my notice in 
the course of the above mentioned examination of the financial state- 
ments of the Federal Business Development Bank for the year ended 
March 31, 1986, to determine whether they were in accordance with 
Part XII of the Financial Administration Act, the regulations, the 
FBDB Act and the by-laws of the Bank. My examination of these 
transactions was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. In my opinion, these 
transactions were, in all significant respects, in compliance with the 
authorities specified. 


Raymond J. Morcel, F.C.A. 
of Price Waterhouse 
Montreal, June 4, 1986 


LIABILITIES 1986 1985 
Cheques outstanding = eee nt renee 10,513 16,393 
Short=termmnotesw#ea ee ee eee 365,359 318,889 
Accrued interest on short and long-term notes............... 41,601 49,787 
Othenlia bilities... 121. ome eae ere en ere een ee 8,251 12,245 
425,724 397,314 
Notestheldiby;Ganadai(INote6) eee eee 144,000 263,000 
Notes payable, other than to Canada (Note 7).............. 818,371 703,708 
1,388,095 1,364,022 
CAPITAL 
Capital paid in by Canada (Note 8)..0.......ccccccceeeceeeeeeees 456,600 456,600 
De FIC tis cis cccscis cre se OS nse (249,708) (254,537) 
206,892 202,063 
1,594,987 1,566,085 
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FEDERAL BUSINESS DEVELOPMENT BANK—Continued 


FINANCIAL SERVICES 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


1986 1985 
Interest and Investment Income 
LOPES a aoc cir rene oescct aortas a near Meee ri. Sy bce anne 210,139 213,000 
Venture capitaliinvestmentS ies. Sane. tote ei eer 8,054 4,817 
218,193 217,817 
Interest Expense 
Mong-terim)notesjae wine ete. center se titer eenene ernest 103,507 127,818 
Short-term notes: sccysuec center sea tear nice sen cakte trees BS N95) wld 027 
138,702 144,845 
Net interest and investment income ................::ceeeee 79,491 72,972 
Provision for losses on loans, guarantees and venture capi- 
taliinvestinents 2 &. poe i ae anes eee 24,041 17,052 
Net interest and investment income after provision for 
JOSSES: hes OE SE Reh PE eee ee ee 2, PRE $5,450 55,920 
Non-Interest Expenses 
Salariesrandtstatt Deneiits mem ttee testes: aca 31,484 33,779 
Premises and equipment, including depreciation. .............. 7,160 8,730 
Othenexpenses en Mec ee teece rete een ocree. kao 11,977 12,479 
50,621 54,988 
Income before extraordinary Item, .<......-....:c1c--cseeesscessrn reese 4,829 932 
Extraordinany-itemm(NOtetS) beennetecet ts rts: aroretes (5,627) 
Net income (loss) for the year (Note 13) oo... 4,829 (4,695) 
Net income (loss) attributable to 
| Braye oul Da Na Ci yeh Ve eenlereten ee bok cancieessaceoppeereen peRre Meee eee pea tae 1,456 (7,807) 
Investment Banking Divistompessee sri 74 70 tees eeatencr: kes) Sal l7 
MANAGEMENT SERVICES 
STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 
1986 1985 
Salariesvandistahigbenelits corset teres ee steerer 12,898 12,129 
Premisestandrequipment:: +... ews teers nrc tesr esas sacsceeates 3,251 4,268 
Training and information service publications ............0.0..000 1,457 1,245 
GASEscounselling f6@S) cscs... cote ee eh a tee gar ante aes 32302829 
UNG EX DEN SCSeeeey aero eres case cree os terereecseeasas ech aversstannncetescaey fact 10,840 7,942 
MoOtaexmendit ues: ce nen ener ecient 31,681 28,413 
Less: revenue from CASE counselling, training seminar 
registration and other activities ..........0ccseeer eee 57524305 
Amount recovered from the Department of Regional Indus- 
trial Expansion Vote 45 (Vote 50 in 1985) wo... 25,929 24,108 
Total expenditures were incurred as follows 
Managementi@ounsellin cic ccrrsesec see eect eee sees 7,674 7,169 
Meanaremen tml ca tit Oe cones ese eee eer 7,279 4,466 
INfOLTMALIONSELVICES Hct cece eco eee ees 125133 1568 
PRCUITITNSELAUION Peon e eee eee rose uccce one ote om nan 4,595 5,210 
31,681 28,413 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


os ee Se SS Se ee 
ooo 


1986 1985 
Deficitybeginning ofsyearenee mater siete: eerste (254,537) (249,842) 
Netiincome (loss) for the yearees..c:..S2:nseaete- sess 4,829 (4,695) 
Deficitviend\ofsyeanmec se eo esata ree eter ene (249,708) (254,537) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


1986 1985 
Operations 
Income before extraordinary iteM ..............ccee 4,829 Ry 
Items not requiring an outlay of cash 
Provision (Or losses se cee erences eee 24,041 17,052 
Depreciation ence ccc rere eet eae 1,032 27 
Amortization of debt issue expenses.................06. 3,079 2,948 
Net changes inaccrued interest 72. crccccrcernoes (541) (2,260) 
Sxtra OnG ina ny tCIne eran eyes re teeter eer ee (5,627) 
CO 1 pee Bee Rr Sa ern tr nase oer ane peer ee oaSOn OSE 3,048 7,250 
35,488 22,022 
Disbursements to borrowers and investees................. (482,751) (347,602) 
Repayments by borrowers and investees................, 351,758 855,72 
Cash provided from (used in) operations .................:. (95,505) 30,192 
Treasury 
Issueroflong-tenminOte Sema ret teen eer eters 378,418 50,000 
Repayment of long-term notes...........-.:: cee _ (382,755) (324,260) 
Net increase in short-term noteS...............0:ccceee 46,470 218,963 
Capital paidiin| by Cana@arr.... ee nee teetenrse es 7,000 
Salerofisecuritiesiecccn.ccc.ceense eee eh creer ce 40,495 
Debtrissuc:expensese see tere eee nen eee (8,209) (810) 
74,419 (49,107) 
Decrease in cash and Treasury bills, net of cheques 
QUIS UIONINES, 5. scccsocoasanttencneadsseen “orenana pococanbgueencenstebre (21,086) (18,915) 
Cash and Treasury bills, net of cheques outstanding 
Beginnin gol year. memset: geese eee 25,634 44,549 
JBy AOL OYE SICRNIs, cconennoerectes venta enactesaececedantes seer Horonceaegerce 4,548 25,634 
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FEDERAL BUSINESS DEVELOPMENT BANK—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Objectives and operations of the Corporation Translation of foreign currencies 


Federal Business Development Bank is a Crown corporation 
wholly-owned by the Government of Canada, which was estab- 
lished December 20, 1974, by the Federal Business Development 
Bank Act, as the successor to the Industrial Development Bank 
which commenced operations in 1944, 

The objectives of the Bank, as stated in the Act, are to promote 
and assist in the establishment of business enterprises in Canada 
by providing financial assistance, management counselling, man- 
agement training, information and advice; giving particular con- 
sideration to the needs of small business enterprises. 

The Bank’s lending and investment banking operations are car- 
ried out by Financial Services. Management Services includes 
counselling, training and information services. A statement of 
operations is shown for Management Services since it is funded 
separately by Parliamentary appropriation. 

Federal Business Development Bank is for all purposes of its 
Act an agent of the Government of Canada, and as such all 
liabilities of the Corporation are direct obligations of the Govern- 
ment of Canada. 

The Bank is exempt from income taxes. 


. Significant accounting policies 
Loans and venture capital investments 


Loans and venture capital investments are recorded at principal 
amounts. 


Provision for losses on loans, guarantees and venture capital 
investments 


A charge against income is made to adjust the accumulated 
provision for losses to the level which provides for specifically 
identified probable losses on loans, guarantees and venture capital 
investments, as well as a general provision for unidentified losses. 
The general portion of the accumulated provision is based on his- 
torical experience and is intended to cover losses on loans, guaran- 
tees and venture capital investments which have not yet been 
specifically identified. 

Revenue recognition 


Interest on loans is recorded as income on an accrual basis 
except that interest is not accrued on loans where management 
believes that the interest will not be recovered. Dividends, interest 
and capital gains on venture capital investments are recorded as 
income when received. 


Securities issued by Canada 
Securities are carried at amortized value. 
Fixed assets and depreciation 


Fixed assets are recorded at cost. 

Depreciation is charged against income using the straight-line 
or diminishing balance methods in amounts sufficient to amortize 
the cost of fixed assets over their estimated useful lives. 

With respect to the Management Services function of the Bank, 
all capital expenditures are recovered from the Department of 
Regional Industrial Expansion and hence are not capitalized. 


Debt issue expenses 


Discounts, premiums and expenses related to the issue of the 
long-term debt are amortized on a straight-line basis over the 
term of the obligations to which they pertain and charged to inter- 
est expense. 


Notes payable in foreign currencies are hedged by forward 
exchange contracts and are translated into Canadian dollars at 
the rates provided therein. The difference between the ultimate 
amount payable at the contracted rate and the cash proceeds of 
the issue is considered to be a financing cost and is therefore 
amortized by a charge to interest expense over the life of the obli- 
gation on a straight-line basis. The unamortized portion of these 
costs is included with unamortized debt issue expenses in the bal- 
ance sheet. The related interest payable on these note issues is also 
hedged by forward exchange contracts and is translated into 
Canadian dollars at such contract rates. 


Interest rate futures 


Interest rate futures transactions are undertaken with the inten- 
tion of reducing the impact of interest rate fluctuations. Realized 
gains and losses on closed contracts are amortized on a straight- 
line basis over the periods to which they relate. 


3. Extraordinary item 


As a result of organizational realignments and cost reduction 
measures in fiscal 1985, $5,627,000 was incurred in connection 
with staff terminations, write-off of fixed assets, moving costs and 
the cost of carrying surplus space. 


. Venture capital investments 


1986 1985 
(in thousands 
of dollars) 
SSA NES ck sare as ent oe eae De ee er earner wean fe tee 20,046 18,539 
Shareholder adVanCesesses essa meme tonearm tree 10,657 12,037 
Participating debenturessia se eae ee eee 1,242 942 
Gonventibleidebentunesre eee eee en eee Sis) BW 


35,108 34,640 


. Accumulated provision for losses 


1986 1985 
(in thousands 


of dollars) 

Accumulated provision, beginning of year .................. 157,737 195,190 
Amounts written off during the year... (43,849) (58,465) 
Recovery of amounts previously written off ................. 3,902 3,960 

117,790 140,685 
Additional provision required for the year ................... 24,041 17,052 
Accumulated provision, end of year ..........ccccccceceeeeecees 141,831 157,737 

. Notes held by Canada 
Maturities by fiscal year were as follows: 
Rate % 1987 1988 Total 
(in thousands of dollars) 

29g Re Bee Oe eee ee 43,000 43,000 
NOE MOMS snzensSceeoscetoxe fe gio bs ee LE 50,000 51,000 101,000 


93,000 51,000 144,000 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


The 


oo 


Notes payable, other than to Canada 
Maturities by fiscal year were as follows: 


Rate % 1987 1988 1989 1990 1991 1992-95 Total 
(in thousands of dollars) 

BY-9¥% 55,000 27,600 53,968 74,975 211,543 

HOST neeatesssance 3,000 78,000 53,000 69,875 3,000 12,000 218,875 

12%-13% ..... 109,600 109,600 

14-14%... 103,453 30,000 106,400 239,853 

Wio4 ten eee 38,500 38,500 


144,953 272,600 159,400 97,475 56,968 86,975 818,371 


The above includes notes payable of U.S. $183,195,000 and 
Yen 13,500,000,000. 


. Capital paid in by Canada 


1986 1985 
(in thousands 
of dollars) 
Capital) beginning oliyeateee een ere 456,600 449,600 
Cashipaid inert ice car eacese, aetna ec ene 7,000 


CapitalGendiofi yeation. uc. cesses reer cere es 456,600 456,600 


. Contingent liabilities and commitments 


The Bank is contingently liable as guarantor of loans aggregat- 
ing $16,600,000 against which management has made appropriate 
provision. 

The undisbursed amount as at March 31, 1986, on loans and 
venture capital investments authorized, aggregated $185,712,000 
(1985—$139,878,000). 


Loans 

Interestiandiinvestment income)..7o)e eee eee 210,139 
INLETES TCX DENSE restr tcer are see tenay ses ON ae ere ee 138,702 
INetimterestiandiinvestment incomes. a) eseteeraerae as 71,437 
PROVISION LOS LOSSES strc sce Meee ee Pee one, LL Ss Aa ee 21,539 
Net interest and investment income after provision for losses .... 49,898 
INONEMILETESUCX PENSCSi ete cre ene re eee tn eee 48,442 
Income (loss) before extraordinary item ...........0.cccccccecessereereeeeee 1,456 
FINCA OLOINAIVALLGMN cert Sec ee tas hia a te ate RON en 

IN Cts COMIN (LOSS ire res ee edocs. cet ic ce iene Che ee 1,456 
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Lease commitments 


Future minimum lease commitments under operating leases 
related to the rental of Bank premises are as follows: 


(in thousands 


of dollars) 
Epa allel each cptalaen leimiinnrgntricnse a atl GY 4,987 
VOB Soe cescecerete tea tice teat ce roca c ek tise ected 4,171 
VOR O Tee, eine ee er ree rr. Gte a aremnanreumcertagesanceepamoaciresaccs 3,273 
JCS, 0 eee. RS Re ac oe ica AR eed ei Pca AICTE 2,790 
19911 .........averaae ereniond Neos Wy pbaamod 09% 2,284 
1992-1996 series, RSE, EE EE Oe Oa sees 13,293 
30,798 
11. Pension plan 
The Bank has a pension plan for its employees which is con- 
tributory and trusteed. Related costs, net of employees’ contribu- 
tions, are charged to earnings as paid. Based on an independent 
actuarial valuation, the plan was fully funded as at December 31, 
1985. 
12. Statutory limitations on operations 
The Minister of Finance may, with the approval of the Gover- 
nor in Council, authorize capital payments to the Bank not in 
excess of an aggregate amount determined by the application of 
Section 28 of the Federal Business Development Bank Act. Under 
current ministerial interpretation of the provisions of this Section, 
the Bank is presently authorized to receive capital payments to 
the extent that total capital paid in by Canada does not exceed 
$554 million. The total of direct and contingent liabilities of the 
Bank is limited to a maximum of 12 times the amounts of its capi- 
tal and deficit (or up to 15 times with the approval of the Gover- 
nor in Council) and may not exceed $3.2 billion. 
13. Financial services 
The statement of operations for Financial Services is comprised 
of the results of the Loans Division and the Investment Banking 
Division which are segregated below. Within the capital of the 
Bank as at March 31, 1985 and 1986, was an amount of $35.6 
million provided by the Government of Canada to fund the ven- 
ture capital investment portfolio. 
1986 1985 
Investment Investment 
Banking Total Loans Banking Total 
(in thousands of dollars) 
8,054 218,193 213,000 4,817 217,817 
138,702 144,845 144,845 
8,054 79,491 68,155 4,817 12972 
2,502 24,041 17,489 (437) 17,052 
33552 $5,450 50,666 5,254 55,920 
2,179 50,621 52,846 2,142 54,988 
3,373 4,829 (2,180) 3.112 932 
(5,627) (5,627) 
S315 4,829 (7,807) 3,112 (4,695) 
14. Comparative financial data 


Certain amounts pertaining to the fiscal year ended March 31, 
1985, have been reclassified to conform with the presentation 
adopted for the fiscal year ended March 31, 1986. 
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SUMMARY PAGE 


FRESHWATER FISH MARKETING CORPORATION 


| MANDATE 


| To regulate inter-provincial and export trade in freshwater fish. 


BACKGROUND 


_ The corporation’s Act gives it a monopoly over inter-provincial and export trade in freshwater fish originating in the 
Northwest Territories, the three prairie provinces and parts of northern Ontario. The objectives of the corporation are 
(a) to market fish in an orderly manner; (b) to increase returns to fishermen; and (c) to promote international 
_markets for and increase inter-provincial and export trade in, fish. The Act also requires the corporation to conduct 
| its operations on a self- sustaining financial basis without appropriations. 


CORPORATION DATA 


HEAD OFFICE 1199 Plessis Road 
| Winnipeg, Manitoba 


R2C 3L4 


_APPROPRIATE MINISTER 


_DEPARTMENT 


! DATE AND MEANS OF 
| INCORPORATION 


| 
|} CHIEF EXECUTIVE 


CHAIRMAN 


AUDITOR 


At the end of the period 


BE OUAIBASSOTS iis. esha eee alo. 

Obligations to the private sector 

Obligations to Canada .......0.0.00000.... 

Eguiyioh@anada 2 season eee tae, 
Cash from Canada in the period 

oa DUO RELAT V2, 03. 50ueoerece ae 

——-non-budgetary J.:1.)-0.c0a heen 


— Schedule C, Part I 
— an agent of Her Majesty 


The Honourable Thomas Siddon, P.C., M.P. 
Fisheries and Oceans 


Established in 1968 by the Freshwater Fish Marketing Act (R.S.C. 
1970,G. F-13) 


J.T. Dunn 


John McFarlane 


The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year ends April 30. 


1985-86 1984-85 1983-84 1982-83 


DORN Cer ae ee Ra Te Pps) 25.0 19.5 Za 
East tee erty AEs the Lae nil 0.3 nil nil 
Deen eee eC eee eer 14,7 13.6 9.8 18.1 
PEGA eueelhs Comey a A 1.9 1.6 1.3 lel 
LEED rR Bde SRE ERE nil nil nil nil 
LE Ge fet Matt 1 pie) She) (8.3) 35 
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FRESHWATER FISH MARKETING CORPORATION 
AUDITOR’S REPORT 


TO THE MINISTER OF FISHERIES AND OCEANS 


I have examined the balance sheet of the Freshwater Fish Market- 
ing Corporation as at April 30, 1986 and the statements of income and 
retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at April 30, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Freshwa- 
ter Fish Marketing Act and the by-laws of the Corporation. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
July 18, 1986 


BALANCE SHEET AS AT APRIL 30, 1986 


i ee 
ss 


ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current Current 
Gas lin eerste ence bee ee ete rene os eae ahs 1,403,010 Banksindebted nessianenceren aren ener erent 254,086 
Accounts receivable ACCOUNTS: Payal Omer eter cterars eee aero en cree 2,133,752 2,184,503 
radese carta. cee eee. Benya 5,785,304 4,338,544 Accnuedinterest: payable esac) awe ree 483,755 305,972 
Contributions (NOLe)S) emesis eee eee ee 62,871 136,878 Working capital loans from Canada (Note 5)..... 12,000,000 9,787,000 
Olen sie seen. cee eee ec ts “Agee Caer 701,413 954,024 Current portion of capital loans from Canada 
Inventory CNGtG'S sce ee ee ee eee ee 2,652,589 883,046 
Rimisheditishiproductsmememese ae cere terse ters: 10,052,400 11,724,446 Provision for final payments to fishermen............ 6,331,518 7,328,638 
Packaging material and parts ................. bare. 822,272 928,532 23,601,614 20,743,245 
PrepaidiexpensSeSier scene rnn er ceer cn areata ween 3,744 65,406 Long-term 
18,831,014 18,147,830 Capital loans from Canada (Note 5)................: 2,627,159 
23,601,614 23,370,404 
Property, plant and equipment (Note 4) ...0.00..00... 6,632,215 6,807,631 
EQUITY 
Retainediearningss.c. eee oe ince 1,861,615 1,585,057 
25,463,229 24,955,461 25,463,229 24,955,461 


a 


Approved by the Board: 


R. E. ENGLAND 
Director 


D. M. CAUVIN 
Director 
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FOR THE YEAR ENDED APRIL 30, 1986 


Sales 
Domestioves tem tat ho boc oct cate keener otis 


Expenses 
Gostiotisalles meme ee cece yee ea ret: 
Interests NOte.O) meeeer rac carcan eee eener nnn care: 
Salaries and employee benefits .....................0.05 
Depreciation and amortization ........0..0.0..cccee 
Badi debts Rev mrsrete. soca cs te Resgara Sea teats cate stele 


Income before provision for final payments to fish- 
enmenjandlextraorginanyilte meee ere ee cae 
Provision for final payments to fishermen................ 
Income before extraordinary item ..............:ccceee 
we xtraordinaryitem (INOtC 7) iy... cote eevee senses. 
INetuneome fomthe yeaten dace eserves er-.- tence 
Retained earnings at beginning of the year ............. 
Retained earnings at end of the year... 


Source of funds 
Operations 


Application of funds 


| Working capital deficiency at beginning of the year 


Income before extraordinary item .........0......00: 
Depreciation and amortization not requiring an 

Outlay; of fundstes SOG 4.0.82 we erng eeeeecs ts 
Extraordinanyitemencatee a civerncnenrnct 


Mostgagemetirement ence nee rece: 
Additions to property, plant and equipment............ 
Decrease in capital loans from Canada.................... 


| Increase in working capital deficiency ............ccc0008 


Working capital deficiency at end of the year............. 


7,599,310 
41,070,407 


48,669,717 


37,812,656 
1,449,848 
1,013,033 

900,487 
38,979 
846,638 


42,061,641 


6,608,076 
6,331,518 


276,558 


276,558 
1,585,057 


1,861,615 


1986 
$ 


Mi: 276,558 


os 900,487 


1,177,045 


es 725,071 
as ASP ISS: 


3,352,230 


2HVIBY IS 
Pee 2,5 95541 


.. 4,770,600 


6,139,216 
35,866,739 


42,005,955 


31,075,952 
1,102,311 
1,010,944 

757,620 
121,962 
586,146 


34,654,935 


7,351,020 
7,328,638 


22,382 
265,859 


288,241 
1,296,816 


1,585,057 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
| FOR THE YEAR ENDED APRIL 30, 1986 


1985 
$ 


22,382 


757,620 
265,859 


1,045,861 


25,098 
1,248,342 
883,046 
2,156,486 
1,110,625 
1,484,790 


2,595,415 
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FRESHWATER FISH MARKETING CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS NOTES TO FINANCIAL STATEMENTS 


APRIL 30, 1986 


1. Objectives and operations 


The Corporation was established by the Freshwater Fish Mar- 
keting Act in 1969, as a corporation without share capital, for the 
purpose of marketing and trading in fish, fish products and fish 
by-products in and out of Canada. The Corporation is an agent 
Crown corporation named in Schedule C, Part I of the Financial 
Administration Act and is required to conduct its operations on a 
self-sustaining basis. Total loans outstanding from Canada and 
from banks may not exceed $30 million. 

The Corporation has the exclusive right to market the products 
of the commercial fishery in the provinces participating in the 
program in inter-provincial and export trade. Participation of the 
provinces of Manitoba, Saskatchewan, Alberta and Ontario and 
the Northwest Territories was established by agreement with the 
Government of Canada. 


. Significant accounting policies 


Inventories 


Finished fish products are valued at the lower of cost and net 
realizable value. Packaging material and parts are valued at the 
lower of cost and replacement cost. 


Depreciation and amortization 


Depreciation is based on the estimated useful lives of the assets 
using the following methods and annual rates: 


Buildings —Lake stations Straight-line 10% 
—Plant Straight-line 2 2% 
Equipment —Machinery 
and office 
equipment Declining balance 10-25% 
—Automotive Declining balance 30% 
Fresh fish delivery tubs Straight-line 10% 
Packer vessel Straight-line 6 4% 


Leasehold improvements are amortized on a straight-line basis 
over the term of the lease. Lease terms vary in length up to 20 
years. 


Payments to fishermen 


The Corporation purchases fish at initial prices established by 
the Board of Directors and the cost of such purchases is included 
in the cost of sales. A guide used in the determination of the ini- 
tial price is 80% of the projected total payments to fishermen (ini- 
tial plus final), based upon forecasts prepared by the Corporation. 
Final payments, if any, to fishermen are determined by the Board 
after the end of the year, based on the results of operations for the 
year. The final payments are made in respect of products pur- 
chased during the year and therefore are charged to operations of 
the current year. 


Foreign currency translation 


Accounts receivable and payable denominated in foreign cur- 
rency are translated into Canadian dollars at the year-end 
exchange rate. Transactions in foreign currency during the year 
are translated at the rate in effect at the time of the transaction. 
Translation gains and losses are included in interest expense. 


Contributions 


Contributions received in respect of property, plant and equip- 
ment are credited to the cost of the assets; those received in 
respect of the market research study program are credited to 
accounts payable and reduced as funds are expended, and those in 
respect of the plant productivity study are credited against cost of 
sales. 
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FRESHWATER FISH MARKETING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS a Oe 
APRIL 30, 1986—Concluded 


3. Contributions 6. Interest expense 


. Loans from Canada 


These loans are secured by promissory notes and are made 
under Section 17 of the Act. At April 30, 1986 the outstanding 
amounts were as follows: 


Interest 

rate Amount 

% $ 
Workingxcapitaliloanss 202.2 eerste) catnse age 9% 8,000,000 
9% 2,000,000 
9% 2,000,000 
12,000,000 
GapitallOaNns mae ccree een aes cok cise esse eksascasraes. 10% DS i357 
10% 1,191,122 
14 408,108 
15% 450,000 
15% 550,000 
2,652,589 
@SS=1CUGLEM UI DONUIOM esse age te re eene eayictsce cre 2,652,589 


Working capital loans are repayable on demand and capital 
loans are repaid in amounts at least equal to the sum of the 
annual provision for depreciation and amortization on property, 
plant and equipment and proceeds derived from disposals thereof. 


The Corporation has received contributions toward the costs of 1986 1985 
property, plant and equipment, and other programs funded by a $ $ 
number of departments and agencies of the Federal and Provin- falereat on loans tromn@anada 
cial Governments, which are summarized as follows: Working SigiOIEM. 2) kee eee 1,211,481 833,847 

Property Capi . COMORES ni rn cantenenoene 360,351 425,883 
plant Market 1,571,832 1,259,730 
and research Losses (gains) on foreign exchange ................. (50,657) (146,928) 
equip- develop- Interest income (nét)izeemene eee (71,327) (10,491) 
ment ment 1,449,848 1,102,311 
$ $ 
Government of Canada ; : 

Department of Regional Industrial Expansion... 1271 5Il 7. Extraordinary item 

Department of External Affairs ......0.00...c0 70,931 In 1985 the Corporation experienced a fire loss at Simpson 
Northwest Rerritone: Island, N.W.T. The insurance proceeds exceeded the net book 

Special Agricultural Rural Developmental Act. 37,159 value of the property destroyed by $265,859. 
164,310 70,931 8. Income taxes 
_ Property, plant and equipment The Corporation is eligible to deduct for tax purposes a 3% 
inventory allowance and a portion of its eligible capital cost allow- 
ance, and accordingly has no taxable income for the year. At 
1986 1985 April 30, 1986, the excess of undepreciated capital cost over net 
TED book value of property, plant and equipment amounted to 
are $4,592,595 (1985—$4,446,049) which can be used to reduce 
depre- future years’ taxable income. 
gation ans 9. Remuneration to foreign agents 
Cost zation Net Net During the year, the Corporation paid an aggregate amount of 
$ $ $ $ $836,234 (1985—$668,228) to the following foreign sales agents: 
Pere eee i 216,428 216,428 330,587 Frohman International, Juhl Brokerage Incorporation, Bill Bush 
Buildings ...ccccccecceceee 5,210,711 1,976,546 3,234,165 3,420,923 & Associates, R.M. Sloan Co., Mile Hi Country Sales Co., 
Equipment... 6,201,218 3,935,978 2,265,240 1,802,586 Sahakian, Salm & Gordon, Benolken Brokerage Company, Inter- 
Fresh fish delivery tubs...... 1,477,841 871,689 606,152 552,069 national Pacific Seafoods, Inc..—U.S.; I. LeGrand H. Malo et 
Packervesscllee emer 363,795 323,297 40,498 81,433 Cie—France; Lejos Oy—Finland; AB.P. Jorgensen—Sweden; 
Leasehold improvements ... 417,158 348,357 68,801 81,095 Rud Kanzow Gmbh & Co.—Germany. 
Construction in progress .... 200,931 200,931 538,938 ; : 
14,088,082 7,455,867 6,632,215 6,807,631 10. Comparative figures 


Certain figures for 1985 presented for comparison purposes 
have been reclassified to conform to the 1986 presentation. 
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SUMMARY PAGE 


| GREAT LAKES PILOTAGE AUTHORITY, LTD. 


MANDATE 


To establish, operate, maintain and administer in the interests of safety, an efficient pilotage service in designated 
Canadian waters in the Great Lakes area and in and around Ontario, and in designated waters in Manitoba, and in 
the St. Lawrence River, south of the St. Lambert Lock in Quebec. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
_ pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
| reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


| HEAD OFFICE 132 Second Street East 
| Cornwall, Ontario 
K6H 5R9 
STATUS — Schedule C, Part I 


| — not an agent of Her Majesty 

| APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 

| DEPARTMENT Transport 

| DATE AND MEANS OF Established pursuant to the Pilotage Act (S.C. 1970-71-72, C. 52) 

| INCORPORATION and incorporated under the Canada Corporations Act in May 1972 


as a subsidiary of The St. Lawrence Seaway Authority. 


/ CHIEF EXECUTIVE Richard G. Armstrong 
OFFICER AND CHAIRMAN 


_AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


| 1985 1984 1983 1982 
At the end of the year 

BP LOLALASSCUS © cc.cocyusat mpm cnn Saker eens teat ROOM kr 2.0 4.3 3.9 3.9 
Obligations to theiprivate sector. 494 ae ee. nil nil nil nil 
Oblisationssto;Ganad ators cca oc te esac beet co ieaccditade nil nil nil nil 
BqnityonGatvada: <0 Sie ree i, i tee has; Dee. sess. ducdnh (5.2) (22) (1.9) (1.4) 

| Cash from Canada for the year 

eS OIG OL ALY pila 92 eK eee ee) Ne ae 3.4 0.3 O02 nil 


==p NON-DUCGELALy) .\... ence eee en ce ner tal ea cane nil nil nil nil 


226 PUBLIC ACCOUNTS, 1985-86 


GREAT LAKES PILOTAGE AUTHORITY, LTD. 
AUDITOR’S REPORT Los 


THE HONOURABLE DON MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


I have examined the balance sheet of Great Lakes Pilotage Author- 
ity, Ltd. as at December 31, 1985 and the statements of operations, 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1985 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with the Financial 
Administration Act and regulations, the Pilotage Act and regulations, 
and the by-laws of the Authority. 


D. Larry Meyers, F.C.A. 

Deputy Auditor General 

for the Auditor General of Canada 
Ottawa, Canada 
January 31, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 


ASSETS 1985 1984 LIABILITIES 1985 1984 
$ $ $ $ 

Current Current 

@asheindishont=teniniGePOsits ware nse seer ees 322,314 2,923,996 Accounts payable and accrued liabilities.......... 3,229,844 3,096,275 

INCCOUTITS TECELVA DLC mere neeetne tet re eee rere eee 12651705) aulgsd lio’ Accrued employee termination benefits............ 648,638 

1,974,019 4,299,153 3,878,482 3,096,275 

Fixed, at cost Long-term o,f ; 

Buildinasit 2 eas Ve pa eee) nee 63,642 63,642 Accrued employee termination benefits........... 3,294,364 3,454,650 _ 

Rurnituneandiequipmenteeeewes sree ees 73,663 64,757 7,172,846 6,550,925 

137,305 128,399 
Besswaccumulatedidepreciationye..-erceseersa eee 113,037 101,284 SHAREHOLDER’S DEFICIENCY 


24,268 27,115 Capital stock 


Authorized—Unlimited 


Issued and fully paid—15 shares..................054 1,500 1,500 

Gontributedicapita laren .tgermse narnia tare ; 82,074 82,074 
Deticitivemennne st ene: “iar epee ee REE S25 8al33) (2,308,231) 
(5,174,559) (2,224,657) 

1,998,287 4,326,268 1,998,287 4,326,268 


Approved by the Board: 


RICHARD ARMSTRONG 
Director 


LOUIS E. BELAND 
Director 


| 
! 
i 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 

Revenues 
Enotase;charcesummetnc sn nee ny 8,275,829 10,487,323 
Miscellaneous despatching income...............0...0.. 207,976 203,746 
Interesttand’othemincomelaee.see hee. 99,211 160,419 
8,583,016 10,851,488 

Expenses 
Pilotsusalaniesandibenctitsmmnese een cee 8,574,418 8,487,629 
Staffisalantesiandibenelits in, ecsee eee ec, 1,141,667 1,049,573 
iiranspontationrand)travelemee een eae 657,489 708,408 
Employee termination benefits (Note 5).............. 627,514 414,654 
Pilot: boa tsteea ar) sheet Be eaten One ee. nk 488,062 478,135 
COMMUNICATION See mentee emery eens ee 74,333 81,098 
Professional and special services ..............0..ccccc000: 73,706 50,714 
Utilities, materials and supplies... 36,267 22,366 
Reenitallsiea wept eee ce Mecca PARR enter tt oi 34,571 42,261 
Purchased despatching services ..00...0.....cccccecsceees 33,776 43,128 
Bagide DtSmemmer ete cree rts ener ta. cn aueeees 25,559 14,280 
Repairs and maintenance ...........0..cccccceerereeeeee 15,868 15,542 
Deprecia tonsa, ment ttre ee Pence ctocssac ates [22 12,869 
11,795,982 11,420,657 
Wossslotsthesy ca -rceanecam renee tree mene een, fen ee 3,212,966 569,169 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
| Balance, beginning of the year ..........cccccceseeeeees 2,308,231 1,988,854 
Parliamentary appropriation (Note 3) ............c0.0. (263,064) (249,792) 
Bossitonthe ca temes were et eet hen ohne 3,212,966 569,169 
Balancenend ofthe yearn sete eee ee ne 5,258,133 2,308,231 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
_ Funds provided 
Parliamentary appropriation ...........0..cccccc 263,064 249,792 
_ Funds applied 
Operations 
Eossiforthe Veatan oes ne eee 3,212,966 569,169 
Items not requiring an outlay of funds 
Employee termination benefits .................. 160,286 (293,236) 
Depreciation accents (257/52) (12,869) 
3,360,500 263,064 
Additionsitolixed assets 20). ee eee eee 9,905 4,890 
3,370,405 267,954 
Decrease inhworking capital... .cs. asses 33107,341 18,162 
Working capital, beginning of the year ................ 1,202,878 1,221,040 
Working capital (deficiency), end of the year...... (1,904,463) 1,202,878 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Authority and objectives 


The Great Lakes Pilotage Authority was established on Febru- 
ary 1, 1972 pursuant to the Pilotage Act, incorporated as a lim- 
ited company on May 17, 1972, and is continued under the 
Canada Business Corporations Act. Pursuant to the Financial 
Administration Act, the Authority is deemed to be a parent 
Crown corporation listed in Schedule C Part I thereto. The 
majority of shares issued by the Authority are held by The St. 
Lawrence Seaway Authority, also a parent Crown corporation. 
The balance is held by the Authority’s Chairman and six Direc- 
tors appointed by the Governor in Council. 

The objectives of the Authority are to establish, operate, main- 
tain and administer a safe and efficient pilotage service within 
designated Canadian waters. The Act provides that the pilotage 
tariffs shall be fair, reasonable and sufficient and together with 
any revenue from other sources, shall permit the Authority to 
operate on a self-sustaining financial basis. 

The Authority is not subject to any income taxes. 


. Significant accounting policies 


Parliamentary appropriations 


When revenues are not sufficient to permit the Authority to 
operate on a self-sustaining financial basis, cash operating losses 
are recovered from parliamentary appropriations. These appro- 
priations are recorded in the accounts when approved by Parlia- 
ment and are reflected in the statement of deficit. 

Parliamentary appropriations to finance capital expenditures 
are recorded as contributed capital. 


Depreciation 


Depreciation of fixed assets is calculated on a straight-line basis 
and is based on the estimated useful lives of the assets as follows: 

Buildings 

Furniture and equipment 


20 years 
5 to 10 years 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and the 
Authority. Contributions with respect to current service are ex- 
pensed in the current period. Contributions with respect to past 
service benefits are expensed when paid, generally over the 
remaining years of service of the employees. 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. The current liability reflects 
the accrued termination benefits of only those employees who 
have indicated their intention to terminate their employment 
within the coming year. 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


ae 


1) 


Parliamentary appropriation 


The parliamentary appropriation of $263,064 (1984— 
$249,792), reflected in the statement of deficit appeared in Sup- 
plementary Estimates ““C” 1984-85 and represents funding of the 
1984 cash operating loss. 

On December 19, 1985, Treasury Board approved a temporary 
allotment of $2,750,000 from Treasury Board Vote 5 (Govern- 
ment Contingencies) to meet the Authority’s immediate cash 
requirements for the first quarter of 1986. This approval was on 
the understanding that the allotment would be fully offset against 
any future appropriations relating to the 1985 cash operating loss. 
The Authority received $1,830,000 of this allotment on January 
31. On February 6, 1986 Treasury Board approved the 
Authority’s application, in the amount of $3,800,000, to include 
an item in Supplementary Estimates “C” 1985-86 for the 1985 
cash operating loss. The actual loss for the year is $3,360,500. 


. Pension plan 


Under provisions of the Pilotage Act, pilots who choose to 
become employees of the Authority are entitled to count service 
prior to becoming an employee as pensionable under the Public 
Service Superannuation Act. For pilots who have elected to pur- 
chase pension benefits with respect to past service, the Authority 
is required to match the employee contribution. The estimated 
unfunded past service pension contribution with respect to these 
employees was approximately $352,000 as of December 31, 1985 
(1984 — $460,000) and will be funded over the remaining years 
of service of the pilots, or the terms of purchase, whichever is the 
lesser. 

In 1985, the pension expense was $593,534 (1984 — $581,763) 
including $61,066 (1984 — $68,968) for past service contribu- 
tions. 


. Cost reduction program 


The Authority has undertaken a cost reduction program to 
assist it in operating on a self-sustaining financial basis. 

During 1985, as part of this program, fifteen employees retired 
or were laid-off. As an incentive to those retiring prematurely, the 
Board of Directors approved an early retirement package. The 
cost of this incentive, amounting to $267,000, is included in 
employee termination benefits expense. 


Commitments 


The Authority has entered into a long-term lease for the rental 
of office space. The minimum annual rental payments which will 
be paid over the life of the lease are as follows: 


$ 
19 8 Gees eee cca Steeda ins Ltda eee eee 32,140 
Nee PAs cont otaeedee hao Reece ree. ae cet ene ee MRE ERR Se sks 33,820 
NOS 8 Bee recent te es acs ses tani Soa tac By vice a ae 35,500 
O80 We ee eee rare ere oa Te ars acu iarincis sncnanatpac eet ere 2,970 
104,430 


In addition, the Authority has contracted two companies to pro- 
vide marine transportation to pilots in the Welland Canal region 
for the 1986 navigation season. The estimated commitment with 
respect to these contracts is $265,000. 
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SUMMARY PAGE 


HALIFAX PORT CORPORATION 


MANDATE 


| Administration, management and control of the Halifax harbour and all works and property within the harbour 


previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National 
Harbours Board. 


~ BACKGROUND 


The Halifax Port Corporation was established on June 1, 1984, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Total cargo handled by the port in 1985 
amounted to 14.0 million tonnes including 2 million tonnes of containerized cargo. 


CORPORATION DATA 


HEAD OFFICE P.O. Box 336 
Ocean Terminal 
Halifax, Nova Scotia 
B3J 2P6 
— Schedule C, Part II 


STATUS 


_ APPROPRIATE MINISTER 
_ DEPARTMENT 
_ DATE AND MEANS OF 


| AUDITOR 


— an agent of Her Majesty 
The Honourable John Crosbie, P.C., Q.C., M.P. 
Transport 


June 1, 1984; letters patent of incorporation issued by the Minister of 


~ INCORPORATION Transport pursuant to subsection 6.2(1) of the Canada Ports 
| Corporation Act. 
| CHIEF EXECUTIVE David F. Bellefontaine 
| OFFICER 
| CHAIRMAN Raymond V. Beck 
Doane, Raymond 


_ FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


Seven months* to 


1985 Dec. 31, 1984 

_ At the end of the year 

Fotal Assets tii. 0.05, sale ele, « Ao Procenict Mattes <a ee ORE TR eT A ER 60.2 58.3 

Obpiigallons 10 UNe DLIvalcCiseelOr otters eet een tie tira... peers ene ee nil nil 

Obi sarions LO. Canad diagenetic ttes Wel, iets) Ser.) Jd Ae a ae 25,6 2G 
Bee COUILY Of, Canad ca ace emma ere tree ok and 3 ete ee i 23.9 2252 
| Cash from Canada in the period 

PeHOUGL OLA rire, Huet Aree, ccc ie ac. ese Gl sagen RM ae dae ou hay (negl.) 0.6 

= NON=DUARCLALY. sha. se ecok ter nM ee Merce aie he Lane chi epee ete nil nil 


| * The Corporation began operations on June 1, 1984. 
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HALIFAX PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Halifax Port Corpora- 
tion as at December 31, 1985, and the statements of income and deficit 
and changes in financial position for the year then ended. Our exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


Doane Raymond 

Chartered Accountants 
Halifax, Canada 
February 7, 1986 


BALANCE SHEET DECEMBER 31, 1985 


ASSETS 1985 1984 LIABILITIES 1985 1984 
$ $ $ $ 
Current Current 
Cash isi cre eiictee 2 tees Get fer Ln Aen er, 228,147 238,978 Accounts payable and accrued liabilities.......... 4,468,785 4,129,316 
Investments! (INotes3 ieee neee oe ee ee 3,597,121 11,683,144 Grants in lieu of municipal taxes.........0.00.0.. 163,809 184,634 
IACCOMUDtSITECCIVADIC eee entree en ener eae L535355 2,315,218 Deferredinevenues.<..-.csccrcctcssoteesecss rece ateacees 523,308 541,879 
Due from Canadas eee er een eal: 238,502 5,155,902 4,855,829 
NMSA SENSI UES ctles ob eit as eee AO SE Accruediemployee benefits scenes renes 652,043 693,154 
5,663,112 14,561,258 Loans from Canada (Note 5) ........::c:cccccsecssee 30,556,933 30,556,933 
Investmentsi(Note:3)) er cee seve meee tee 33,090 32,985 36,364,878 36,105,916 
PATNOUNTSSRECCLV.a 0 lem. 5 rete a ee eee ee 350,782 268,499 == > = — = 
Rixeds (Noted) iw ieee tee en Becca eens 54,172,543 43,397,035 
EQUITY 
GContributedicapitaliecc.: eer aea nace 72,136,346 72,136,346 
DC EICI tee een rc se eRe tear oe ens (48,281,697) (49,982,485) 
23,854,649 22,153,861 
60,219,527 58,259,777 60,219,527 58,259,777 


Commitments (Note 6) 
On behalf of the Board: 


RAYMOND V. BECK 
Chairman 


DAVID F. BELLEFONTAINE 
General Manager and Chief Executive Officer 
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HALIFAX PORT CORPORATION—Continued 


STATEMENT OF INCOME AND DEFICIT 

YEAR ENDED DECEMBER 31, 1985 

(with comparative figures for the seven months ended December 31, 
1984) 


1985 1984 
$ $ 

mRerenue fLOMmLOpe;nationsy.. --van ees ene me wees 11,760,904 6,959,101 
Operating and administrative expenses ................ 8,224,153 5,129,113 
DCMTEClA TON =. Mercere tree tee mate rrdreren ean ectee 1,519,654 906,107 
Grants in lieu of municipal taxes.............0:ce 941,595 524,400 

10,685,402 6,559,620 
mHCOMeLOMmMOPELatlonspecre ce ster tr eens 1,075,502 399,481 
BOENCrINCOMCs | Cs ee ce Ue eo eRe 625,286 718,247 
NCSI i ee 1,700,788 1,117,728 
Deticitnbeginnineolycanret ee ete ne (49,982,485) (51,100,213) 
Bychicitwendl ofsVeat yea corto eee cartes ave (48,281,697) (49,982,485) 


! 
} 
\ 
! 
i 
! 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1985 

‘(with comparative figures for the seven months ended December 31, 
1984) 


1985 ~ 1984 
$ $ 
Operating activities 
INeUINCOMe Hee ees mere teats ee eet cae one tyetos 1,700,788 0 WAP: 
Depreciation sere peices ers nee acters ess 1,519,654 906,107 
Othereee cette 8 eee, Ate Bem ect oe saves (51,772) (54,811) 
Decrease in operating components of working 
Capital eee nmreee eee etre er nee aks 1,101,367 3,845,753 
Cash provided by operating activities 0.0.0.0... 4,270,037 5,814,777 
Financing activities 
@apitaligrantsien. omer ete Sets testes crsciesectetss: (10,263) 600,408 
Roansitnom Canadavees ane ateresesiee cine 2,650,000 
Loans from Canada currently payable ............ (2,650,000) 
Cash provided by (applied to) financing 
ACUIVIGIOS Item emt rernts en cre Htes ae een cat keten (10,263) 600,408 
Investing activities 
PNCITIONSI£ ONLI XC: ASSCLS peeeerererera en earns (12,288,251) (4,825,739) 
COMUNE 8 pet oa ey Mees, EA Be Bt cht eo eae arene eer (68,377) (13,200) 
Cash required by investing activities .........0.......... (12,356,628) (4,838,939) 
Increase (decrease) in cash and short-term 
BIE COS ieee on gates eeepc des (8,096,854) 1,576,246 
'Cash and short-term investments, beginning of 
BURIRICLYCAT MON tees aire eta ees ee ac Oh, oy. 11,922,122 10,345,876 
Cash and short-term investments, end of year .... 3,825,268 11922,122 


| 


NOTES TO FINANCIAL STATEMENTS 
/DECEMBER 31, 1985 


1. In accordance with the Canada Ports Corporation Act, sections 
6.1 and 6.2, a petition for the establishment of a local port corpo- 
ration at the Port of Halifax was approved and the Halifax Port 
Corporation was established effective June 1, 1984. 


In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying val- 
ues in the accounts of the Canada Ports Corporation—Port of 
Halifax to the Halifax Port Corporation. 
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2. Significant accounting policies 


(a) Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 


(b) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada from third parties are deducted from the cost of the 
related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions for 
pensions are recognized in the accounts on a current basis. 


(d) Insurance 


— 


Canada Ports Corporation assumes substantially all risks 
against fire and general perils, as well as worker compensa- 
tion claims. Any costs arising from these risks are recorded in 
the accounts in the year they can be reasonably estimated. 


(e 


a 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(f 


a 


Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave and over- 
time compensatory leave, which are payable to its employees 
in subsequent years under its collective agreements, or in 
accordance with its policy. 


3. Investments 


1985 1984 
Amortized Face Amortized Face 
Cost Value Cost Value 
$ $ $ $ 
Short-tenmmeee 35597121 3,618,500 11,683,144 12,089,900 


Amortized Market Amortized Market 


Cost Value Cost Value 
Bong-ternin:. sees 33,090 33,242 32,985 30,380 
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HALIFAX PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


4. Fixed assets 


1985 1984 
Accu- 
Depre- mulated Net Net 
ciation depre- book book 
rates Cost ciation value value 
% $ $ $ $ 
Pande. seeker 18,024,654 18,024,654 18,024,654 
Dredging ........... 2.5-6.7 2,596,947 2,174,717 422,230 449,107 
Berthing  struc- 
turesiecc.urrrs 2.5-10 24,230,941 16,377,152 7,853,789 8,160,381 
Buildings ............ 2.5-10 18,691,154 11,463,401 7,227,753 6,131,417 
Witilittest ee: 3.3-10 2,947,757 1,544,778 1,402,979 1,495,385 
Roads and sur- 
facestenmeeeaer 2.5-10 5,578,487 2,879,548 2,698,939 2,827,257 
Machinery and 
equipment ...... 5-100 8,931,084 7,376,761 1,554,323 1,562,296 
Office furniture 
and equip- 
Tent cere 20 610,493 258,786 351,707 167,335 
Projects under 
construction ... 14,636,169 14,636,169 4,579,203 


96,247,686 42,075,143 54,172,543 43,397,035 


5. Loans from Canada 
1985 1984 
$ $ 
Non-interest bearing loans with indefinite 
dtie:daté’s.:.c... ke ee ee 255599 O2etel.5 D De) O2 
Accruediinterestonloans) 1 sees see 5,001,171 $,001,171 


30,556,933 30,556,933 


The loans from Canada are unsecured. 


. Commitments 


Funds have been committed on capital projects as at December 
31, 1985 in the amount of $981,225. The full amount is expected 
to be spent during 1986. 


. Subsequent event 


The Government of Canada has requested cash contributions 
from various Crown corporations. As part of this cash recovery 
exercise, there was a request for a contribution of $133,000,000 
from the Ports Canada system made up of the Canada Ports Cor- 
poration and the six Local Port Corporations, of which 
$83,000,000 is payable by March 31, 1986 and $50,000,000 by 
June 30, 1986. 

Of these amounts $1,920,000 has been assessed to Halifax Port 
Corporation representing its share of the $83,000,000 amount 
which is payable by March 31, 1986. 
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SUMMARY PAGE 


HARBOURFRONT CORPORATION 


MANDATE 


Operate, manage, maintain and develop the Toronto Harbourfront lands for the benefit of the public. 


BACKGROUND 


Acquired by Canada in 1973, the corporation has developed public places on Toronto’s waterfront and promotes in 
them multicultural and recreational activities which foster links with the neighborhood’s residential and commercial 


areas. 


-CORPORATION DATA 


HEAD OFFICE 


STATUS 


_APPROPRIATE MINISTER 
~DEPARTMENT 


DATE AND MEANS 
OF INCORPORATION 


BCHIEF EXECUTIVE 
OFFICER 


| CHAIRMAN 


_ AUDITOR 


Suite 500 

410 Queen’s Quay West 
Toronto, Ontario 

MSV 1A2 


— Schedule C, Part I 
— not an agent of Her Majesty 


The Honourable Stewart McInnes, P.C., M.P. 

Public Works 

June 16, 1936, as Terminal Warehouses Ltd, under the Ontario 
Companies Act; July 14, 1978, as Harbourfront Corporation, under 
the Business Corporations Act of Ontario. Continued under the 


Canada Business Corporations Act, December 21, 1984. 


Howard E. Cohen 


Consiglio Di Nino 


Green and Cadsby 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


At the end of the period 


MOE AIVASSCLG Sf 5. inc ett eases 
Obligations to the private sector 
Obligations 10 Canada. o.a9. ee 
Ecuttyot-Ganada.i2.0 asec 
| Cash from Canada in the period 

= DUC SEL AT Vier rcs 0. tra aan 
a= NON -DUGRELALY haus et oe 


1985-86 1984-85 1983-84 1982-83 


(restated) 
AE ae ee 36.3 pigs ) 9.8 5.9 
BRE SE ick od A 3 hed ap nil nil nil nil 
ia cient oS Pal nil nil nil nil 
re were nner 51/82 Bie 2 0.3 OF: 0.5 1.4 
MRE eres awe eueas Ae RT ATOR oR 6.1 20.9 14.0 8.5 
Bee reek ae eR, ene RE nil nil nil nil 


234 


HARBOURFRONT CORPORATION 
AUDITOR’S REPORT 


TO THE HONOURABLE ROCH LASALLE, P.C., M.P. 
MINISTER OF PUBLIC WORKS 


We have examined the balance sheet of Harbourfront Corporation 
as at March 31, 1986 and the statements of income, retained equity 
and changes in financial position for the year then ended. Our exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied, except for the change in the method of recording fixed assets 
referred to in Note 4, on a basis consistent with that of the preceding 
year. 


Further, we have examined the transactions that came to our notice 
in the course of the above mentioned examination of the financial 
statements of Harbourfront Corporation for the year ended March 31, 
1986, to determine whether they were in accordance with Part XII of 
the Financial Administration Act, the regulations, the charter and by- 
laws of the corporation and the seven year management agreement 
dated June 13, 1980 as subsequently amended. In our opinion, these 
transactions were, in all significant respects, in compliance with the 
authorities specified. 


Green and Cadsby 
Chartered Accountants 
Toronto, Canada 
June 18, 1986 


BALANCE SHEET MARCH 31, 1986 
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Ne ——————— ——————————— 


Note 
ASSETS reference 1986 1985 
13 $ $ 


Restated 


318,352 5,912,413 

344,733 6,539,574 

3,190,672 1,970,847 
23,451,292 9,597,878 

6 8,773,245 3,841,370 
230,717 1 


Gashrandutenmide posits acres pees: 
Government of Canada—Receivable ..... 2 
Receivables and other assets ................0. 5 
Due under development agreements ....... 7 
D) 
8 


Deposit with Receiver General 
Fixed assets 


36,309,011 27,862,083 


Note 
LIABILITIES reference 1986 1985 
13 $ $ 
Restated 
Accounts payable and accrued liabilities 2,206,904 4,263,073 
Unearned revenue from development 
APART TINAT LS, socesooser ao ns-ceebiconouoseoresncco 9 31,034,821 15,894,123 
Deferred development contributions ...... 10 1,687,414 6,472,518 
Other deferred revenues ..............:0:008 1,044,361 989,175 
35,973,500 27,618,889 
SHAREHOLDER’S EQUITY 
Capital 
Authorized 
500,000—Common shares 
Issued 
215,500—Common shares ............... 1 1 
RetaimeduBquityenenaen terest eeteecicec 335,510 243,193 
335,511 243,194 


36,309,011 27,862,083 


ee ee ee Na eee 


See accompanying notes 
On behalf of the Board: 
CONSIGLIO DI NINO 


Director 


A. BRAM APPEL 
Director 
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HARBOURFRONT CORPORATION—Continued 


| STATEMENT OF RETAINED EQUITY 
| FOR THE YEAR ENDED MARCH 31, 1986 


Note 
reference 1986 1985 
13 $ $ 
Restated 
Retained earnings at beginning of year... 243,193 473,651 
Net income (loss) for the year ............ 925317 (230,458) 
Transfer to restricted surplus .............. 23 (1,189,716) 
| Retained earnings (deficit) at end of 
VeaTILS ite Seen eee SMA RY 7 Ds (854,206) 243,193 
Restricted surplus at beginning of year 
Transfer from retained earnings ......... 2,3 1,189,716 
| Restricted surplus at end of year ........... 1,189,716 
Retained equity at beginning of year ..... 243,193 473,651 
| Retained equity at end of year ................ 3 335,510 243,193 
| See accompanying notes 
| STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31, 1986 
Note . 
reference 1986 1985 
13 $ $ 
Restated 
Operations 
Income 
Government of Canada—Contribu- 
(BDL AIP Canc ee tere ca accse tries haben care 2 205,700 347,300 
Rental from revenue producing 
PROPER GVarwrenemnermants cc recntaacresvacete acer es 1,563,040 1,933,916 
Parking, concessions and other 
IN CONNG Bae R AS ae ales ceases 3,834,201 3,746,560 
Events, admissions and_ sponsor- 
SIPS eet See cx neces Siete Steves 2,237,782 2,002,687 
Interest earned under Harbourfront 
GCapitaliAccount) ne ee 2, 557,062 25,574 
Interest and fees earned under 
development agreements ............. 1,582,515 1,621,746 
9,980,300 9,677,783 
Expenses 
Rersonneleenn cerca er eee 11 4,443,437 4,016,722 
Property and operations .................. 1,442,207 1,260,474 
Byentsiproduction| 22 ene ots 2,414,108 2,288,202 
General and administration ............ 2,711,649 2,342,843 
Depreciation cn. meee 66,298 
11,077,699 9,908,241 
PPOSSULOMODERATLON Sua. nace anne (1,097,399) (230,458) 
Development 
Income 
Contributions applied ...............0. 10 11,995,955 18,294,548 
ENteKes tere eesti excuse 88,838 266,098 
12,084,793 18,560,646 
Income from sale of development 
TNO 1S ec eR oe oo on Rs 2 1,168,000 
Income from capitalized leases ....... 2 DN GING 
| 13,274,509 18,560,646 
Expenses 
Sitedmprovements,.....nc¢- eee eo 11,135,816 15,687,306 
FANG ta COMIGIUIO Neeser aerate er 948,977 2,873,340 
12,084,793 18,560,646 
| Income from development ...........-........ 1,189,716 
Net income (loss) for the year .............0.. SPLINT (230,458) 


See accompanying notes 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 
1986 1985 
$ $ 
Operating and Development Activities 
Cash provided from 
Net income (loss) for the year ...........0.0.0000.. 92,317 (230,458) 
Expenses not requiring cash outlay 
Depreciationte. 2... ee eee 66,298 
158,615 (230,458) 
Cash increased by 
Deferred revenue from development agree- 

IMICNEST ean. Mey sears tae en eRe ea ETS Wea 15,140,698 6,819,500 
Receivable from Government of Canada .... 6,514,000 
Deferredineventiones vere eater tee 55,186 460,188 
Development contributions .......00....0.0cccce 2,270,152 
Accounts payable and accrued liabilities... 2,453,580 
Receivables and other assets ..........0.00000000 747,874 

21,709,884 12,751,294 

Cash reduced by 
Due under development agreements ............ (13,853,414) (3,284,625) 
Deposit with Receiver General .........0........... (4,931,875) (3,841,370) 


Development contributions .............00c... (4,785,104) 
Accounts payable and accrued liabilities ..... (2,056,169) 
Receivables and other assets .......0.00....0:0c000. (1,538,984) 


(6,514,000) 
(27,165,546) (13,639,995) 


Cash reduced by operating and development 


ACTIVILIES oe eat eee Ee ee ences ers (5,297,047) CUO IS 9)) 
Investing Activities 
Eandiacquired from) Growers ate ae (1) 
Operating itixedlassctspes cee eree ere (297,013) 
(297,014) 
Decreasestn'Casilan, sve tn heen Meter ee ear (5,594,061) (1,119,159) 
Cash and term deposits at beginning of the year 5,912,413 7,031,572 
Cash and term deposits at end of the year ........... isis 352 5,912,413 


See accompanying notes 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. General 


The Company, incorporated under the Laws of Ontario, was 
continued under Section 181 of the Canada Business Corporations 
Act by Certificate of Continuance dated December 21, 1984. 

The Company is a Crown corporation listed under Part I of 
Schedule C of the Financial Administration Act. Share capital is 
held by Her Majesty the Queen in Right of Canada as repre- 
sented by the Minister of Public Works. 

The Company is exempt from Corporation Income Taxes under 
Section 149(1)(d) of the Income Tax Act. 

The Company owns shares in a subsidiary company, 630370 
Ontario Limited, which is inactive as at March 31, 1986. 


2. Related parties transactions 


Pursuant to a seven year agreement dated June 13, 1980 as 
subsequently amended, Her Majesty the Queen in Right of 
Canada, has granted the Company the right to operate, manage, 
maintain and develop certain premises situated on the Toronto 
harbourfront for commercial and residential purposes, including 
the leasing of space and to initiate, conduct or sponsor on the 
premises cultural, recreational and educational programmes for 
the benefit of the public. 

Funds received on account of development rights and capital- 
ized land leases are remitted to the Receiver General for deposit 
in the Harbourfront Capital Account, an interest bearing trust 
account within the Consolidated Revenue Fund of the Govern- 
ment of Canada. 
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HARBOURFRONT CORPORATION—Continued 
NOTES TO THE FINANCIAL STATEMENTS 


MARCH 31, 1986—Continued 


The Corporation may, with the approval of the Governor in 
Council, upon recommendation of the Treasury Board, withdraw 
amounts of principal remitted to the Harbourfront Capital 
Account for purposes consistent with the development and finan- 
cial objectives of the Corporation. 

The following summarizes related party transactions for the 
year. 

Government of Canada contributions: 


1986 1985 
$ $ 

Operating contribution 2.0.0.0... ces 205,700 347,300 
Development contribution ............:: cee 5,886,300 20,564,700 
6,092,000 20,912,000 

Interest received and receivable from the 
Harbourfront Capital Account ................ 557,062 25,574 
Government of Canada receivable .................. 344,733 6,539,574 


Government of Canada receivable in 1986 represents accrued 
interest on the Harbourfront Capital Account and in 1985 repre- 
sents contributions receivable of $6,514,000 and accrued interest 
on the Harbourfront Capital Account of $25,574. 


. Accounting policies 


Land 


The land being developed by Harbourfront is owned by Her 
Majesty the Queen in Right of Canada except for certain desig- 
nated portions that have been conveyed to the Company for nomi- 
nal consideration to facilitate certain redevelopment agreements. 
Land, the acquisitions of which are funded by contributions from 
the Government of Canada, is owned by the Government of 
Canada, and accordingly, is recorded as expenditures. Land trans- 
ferred to the Company from the Government of Canada is trans- 
ferred and recorded at $1. 


Buildings and site improvements 


The Company records the costs of maintaining and improving 
the site and buildings thereon as expenditures in the year 
incurred, except for additions to land conveyed to and retained by 
the Company which are capitalized. 


Operating fixed assets 


Operating assets, consisting of machinery, equipment and office 
furniture, are recorded at cost and depreciated over their useful 
lives. Assets reflected in the financial statements include addi- 
tions, including acquisitions through capital leases, if any, after 
March 31, 1985. 


Recognition of revenues 
Development rights and leases 


Upon closing of development agreements, the Company records 
all amounts received and receivable which are reasonably deter- 
minable as unearned revenue. Sales of air rights are recognized 
and net income is recorded upon transfer of title of said air rights 
and registration of the condominium development. Capitalized 
land leases are recognized on a straight line basis over the lease 
term. 


Interest earned by the Corporation from the monies held in the 
Harbourfront Capital account and interest earned on balances 
due under development agreements are part of the operating reve- 
nues of the Corporation. 


Government contributions 


Contributions from the Government of Canada are recognized 
at the time they are authorized as payable to the Company. 
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Basis of consolidation 


The consolidated financial statements include the accounts of 
the Company and its subsidiary. 


Retained equity 


Retained equity consists of retained earnings and restricted sur- 
plus. Net income recognized under development agreements and 
capitalized land leases, is transferred to the restricted surplus 
account to reflect the restriction set out in Note 2. Transfers out 
of the restricted surplus account to retained earnings are limited 
to such amounts as are approved by the Governor in Council, 
upon recommendation of the Treasury Board. 


. Change in accounting policies 


Certain operating fixed assets were originally transferred from 
the Government of Canada to the Company by Order in Council 
for $1. Additions to March 31, 1985 were recorded as expendi- 
tures and equipment capital leases were treated as operating 
leases. 

The application of the new accounting policy for recording 
operating assets has resulted in assets of $297,014 being capital- 
ized on which depreciation of $66,298 has been provided. The 
Company did not enter into capital leases during the current fiscal 
year. 


This change in policy has not been applied retroactively since 
the financial data relating to those operating fixed assets trans- 
ferred by the Crown and other acquisitions up to March 31, 1985 
are not reasonably determinable. 


. Receivables and other assets 


1986 1985 
$ $ 

INCCOUNTSINECCIV.A DIG merce cece cer reee eta eer etre ener 478,632 870,007 
Interest under development agreements................. 1,277,016 262,966 
[Interestothen mee eet eee eee 86,063 96,510 
Development feeser crc tree ree 500,000 

Participating income receivable ..............c.cee 124,355 80,874 
Programming grants receivable ..............:.0 95,050 37,683 
Prepaid expenses and deposits.............0ccccees 629,556 622,807 


3,190,672 1,970,847 


. Deposit with Receiver General 


As of March 31, 1986, the Corporation had received and paid 
$8,773,245 into the Harbourfront Capital Account. Balances due 
upon the registration of various condominium developments 
amount to $23,451,292 and will be remitted to the Harbourfront 
Capital Account on receipt. 


. Due under development agreements 


Due Due 
within after 
one one Total Total 
year year 1986 1985 
$ $ $ $ 
Amounts due, interest 
Dearingecsen eee 4,833,253 4,833,253 4,833,253 


Amounts due, non- 
interest bearing ...... 13,853,414 4,764,625 18,618,039 4,764,625 


13,853,414 9,597,878 23,451,292 9,597,878 


eee 
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HARBOURFRONT CORPORATION—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


8. 


10. 


Fixed assets 


Fixed assets consist of 


Accu- 
N 
mulated = 
Cost depreciation 1986 1985 
$ $ $ $ 
and acetone tves 1 l 
Operating _ fixed 
assets trans- 
ferred from 
Crowne tet l l 1 
Operating _ fixed 
assets acquired 
IniVear a2. ceene, 297,013 66,298 230,715 
297,015 66,298 230,717 1 


ooo ee 
ee 


Unearned revenue from development agreements 


1986 1985 
$ $ 
Balance at beginning of year...........cccceeeeeee. 15,894,123 
EXTHOUNTSICECELVEC metry emrater nee rl trees) ae 2,477,000 6,296,245 
PAMOUNISEeCELVa DIC rere eee einem nae 13,853,414 ~ 9,597,878 
32,224,537 15,894,123 
Bammediinycar eastern me tena rns gen 1,189,716 
Balanceratiendioinveanm a ae ae eee 31,034,821 15,894,123 
Deferred development contributions 
1986 1985 
$ $ 
Deferred contributions at beginning of year... 6,472,518 4,202,366 
Contributions during year 
Government of Canada (Note 2)............. 5,886,300 20,564,700 
Allowances under development agree- 
ITIGTICS Peers Senn eve beeen weds re NAAN 1,324,551 
13,683,369 24,767,066 
Contributions applied in year... 11,995,955 18,294,548 
Deferred contributions at end of year.............. 1,687,414 6,472,518 


The deferred contributions at beginning of 1985 and 1986 were 
represented by contributions from the Government of Canada. 


. Personnel 


Personnel costs were incurred in each operational area as fol- 
lows: 


1986 1985 
$ $ 
Propenty/andioperations,:..ate eee 1,216,644 1,093,464 
Events production massa tiene enenee eens 1,891,977 1,678,982 
General and administration ............0..ccccccccecsceecee. 955,783 935,921 
Planning and development ................cccccccececeeeceseeees 379,033 308,355 
4,443,437 4,016,722 


V2, 


13% 
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Commitments and contingencies 


As at March 31, 1986, contractual obligations and capital com- 
mitments to various site capital improvements amounting to 
$7,200,000 will be funded from the deferred development contri- 
butions and from withdrawals from the Harbourfront Capital 
Account. 


The Company is the defendant in certain litigation matters 
totalling approximately $275,000. The Company has denied lia- 
bility in these actions and in some instances has served counter- 
claims. In the opinion of management, based in part upon discus- 
sions with counsel, these actions will be resolved satisfactorily and 
will not have a material adverse effect on the Company’s financial 
position. 


The contractual principal repayments under equipment leases 
entered into prior to April 1, 1985 are as follows: 


Fiscal year $ 

Le St dere are eee Pre NMRIeT rse B aes ENT Sy ey ac RI © 119,220 
198 8 OOS: re. 1 eee ee ea Ee ee ee ae 102,798 
TE a ort MMR PERT Gi cn nana ces eh ens arena eee ange rN) 6 make a 38,089 
1990 reer ese cals ced val eae re: Se LD ac etme idan 2 ae bo 25,891 


Comparative figures 


Contributions received in excess of development expenses, pre- 
viously carried forward as Special Recovery Capital Projects Pro- 
gramme Fund and Capital Improvements Fund, are now classi- 
fied as deferred revenue. 


Funds received under development agreements and remitted to 
the Receiver General, previously carried forward as the Harbour- 
front Capital Account Fund, are now recorded as unearned reve- 
nue. As at March 31, 1985, $2,454,875 was due to the Harbour- 
front Capital Account Fund. 


Certain other 1985 comparative figures have been reclassified 
in order to conform with the financial statement presentation 
adopted for 1986. 


. Cumulative contributions by the Government of Canada 


The following historical cost information in millions of dollars 
has been supplied by the Department of Public Works: 


Fiscal Fiscal 

1972 to 1981 to 
1980 1986 Total 

$ $ $ 
Site acquisition assim 54.4 54.4 
Operating and capital expenditures Zils 215 
Operating contributions................... 8.5 8.5 
Development and land acquisition 

CONMIDUTIONS eee eee 50.3 50.3 
75.9 58.8 134.7 


Funds contributed subsequent to fiscal 1980 represent expendi- 
tures pursuant to the Management Agreement referred to in 
Note 2. 
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SUMMARY PAGE 


INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT 


MANDATE 


To initiate, encourage and support cooperation between Canada and developing countries in the field of ocean 
resource development. 


BACKGROUND 


ICOD was established by statute as a parent Crown corporation in February 1985. It complements the work of 
CIDA, the International Development Research Centre, and other development assistance organizations. It is seen as 
an important new dimension in Canada’s efforts to assist less fortunate nations through its long experience and 
expertise in marine resource management. 


CORPORATION DATA 
HEAD OFFICE 5670 Spring Garden Road 
9th Floor 
Halifax, Nova Scotia 
B3J 1H6 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 
DATE AND MEANS By S.C. 1984-85 C. 6, s.24; proclaimed February 27, 1985. 
OF INCORPORATION 
CHIEF EXECUTIVE G.C. Vernon 
OFFICER 
CHAIRMAN Elisabeth Mann Borgese 
AUDITOR Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 

At the end of the period 

TOT NEA SSCES  cecijco ster teeth caps co apd duslee ct ans tess entban eae Geet Gg cso sed gameeom aa eaten tsa s+ 0.1 negl. 

Obligations to the private SeCtOF ............cccscseesccensesenseserenenaeneeesousiainasaunascunsisnenceces nil nil 

Obligationssto;Ga nad a xe socecss cesses tere secrete Sob Ste PG Aces Seance creer te age cares =2cr04" nil nil 

Bg uity: ofiG@amacda’ 8 ih stectis se, Pe cca ecco aig negl. nil 
Cash from Canada in the period 

-shegs VC 70:5 9 enna ne nO Rete eR nr err REE rMnrorerrerr ee scar oa cco icetor wiree crates ea | 0.8 


ATTTOT ELT RUGL EY 0 Gate penne eee) Pep PR RR ete eran rr rr Resin Suse tna cr nc maser ee nil nil 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT 
AUDITOR’S REPORT 


THE RIGHT HONOURABLE CHARLES JOSEPH CLARK, P.C., M.P. 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the International Centre for 
Ocean Development as at March 31, 1986 and the statements of oper- 
ations, equity, contributed surplus and changes in financial position for 
the period February 27, 1985 to March 31, 1986. My examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I considered 
necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Centre as at March 31, 1986 and the results of its oper- 
ations and the changes in its financial position for the period then 
ended in accordance with generally accepted accounting principles. 


Further, in my opinion, the transactions of the Centre that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the International 
Centre for Ocean Development Act and regulations and the by-laws of 
the Centre. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 7, 1986 


BALANCE SHEET AS AT MARCH 31 


ASSETS 1986 LIABILITIES 1986 


$ $ 
Current Current 
CASING sess csssdes ote reas ence ae deseaetecceras ee 74,669 Accounts payable and accrued liabilities 0.000... 45,408 
PS CCOUNESITECELV.A DIC nant screen sete ten oreo re 5,070 EQUITY 

GContributedisurplusiveee theese ccnse es tn isenines es cuee se caces 52,790 
De ficitzrrcne eee re eaten are LEC te eee err ee yaaa (18,459) 

34,331 

79,739 79,739 


Approved by the Board: 


ELIZABETH MANN BORGESE 
Director 


J. VANDERMEULEN 
Director 


240 


PUBLIC ACCOUNTS, 1985-86 


INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT—Continued 


STATEMENT OF EQUITY 
FOR THE PERIOD FEBRUARY 27, 1985 TO MARCH 31, 1986 
1986 
$ 

Parhiamentary/appropriationsi nce. ese corer ee eter 1,125,000 
Deduct: 

@ostrofioperationsit ofthe: per lode teers cette et eee ene 1,143,459 
Deficitat:endvofithe period).cew. aca eee et eee eee 18,459 


STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE PERIOD FEBRUARY 27, 1985 TO MARCH 31, 1986 


1986 
$ 
Net fixed assets contributed by predecessor non-government 
organization—International Centre for Ocean Development... 52,790 


STATEMENT OF OPERATIONS 
FOR THE PERIOD FEBRUARY 27, 1985 TO MARCH 31, 1986 


1986 
$ 
Project expenditures 
Grants:and| contributions costes ee rece sees 353,769 
Mave Sie ee ee ee ee cee ee aC todas SAM ca eit cheese escaue 30,830 
Gontractand\ professional senviceSteesrs tence ses tenrsescsseareess 22,520 
Reference material and periodicals ...................:.cssceseeseceeeneeeens 19,008 
AdVisonyicOommittce Mmectin gue researc etc catinctartyer cree snes 3,438 
Coursesimiatenial eres: meee re ocean Aieuv aucere ome 1,803 
431,368 
Administrative expenditures 
Employee and contract staff salaries and benefits ...............0...... 298,769 
Office equipment and leasehold improvements .....................0. 118,798 
Professional Services sere eee ao tates scious ca eunts ers cerns 110,155 
IN CCOMMOGACIONLCOS LS terete tee ee tense eer ceee terete 74,508 
Mravelkandtententainmenteeee cnet n te a. qerencroa teens cnet 59,883 
Directors’ honoraria, travel and meetings ...............:cccccesseeee 53,109 
Officeisuppliesiandisenvices mews es eres css cere eeieres 43,992 
COMMUNICATIONS pee on els cols ssunlstramactencatceteaes 30,313 
789,527 
Deduct: 
Revenue 
Initerestaincomenen sn woot triton cceneene cece eetmcenae ee rare 75,434 
Rental Sree reenter steers. Ae caenns Cina discs aseusvaanennaee eateeee 2,002 
77,436 
Costofoperationsionthe;penOd yee ee eee nr 1,143,459 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE PERIOD FEBRUARY 27, 1985 TO MARCH 31, 1986 


1986 
$ 
Financing activities 
Parliamentary appropriations mess. ce teeter eee yee 3,300,000 
Refund of parliamentary appropriations... (2,175,000) 
1,125,000 
Operating activities 
Cash used for operations 
Gostrof operations FoR tne: PeliOd csceccecccscers-sseranesecdexcostsreeecces tes (1,143,459) 
Adjustment for non-cash items 
INetifixedlassel CONHIDULIONS .0.-.-<scccnsueesnveneesteererinece sees 52,790 
(1,090,669) 
Increase in working capital items other than cash .......0.0.0.00.0... 40,338 
(1,050,331) 
Cashitat end’ of the period: ...caseaere ern ectscccanck dine te ecen one eas 74,669 


NOTES TO FINANCIAL STATEMENTS nan 
MARCH 31, 1986 


1. Authority and objectives 


The International Centre for Ocean Development was estab- 
lished by the International Centre for Ocean Development Act in 
1985 as a Crown corporation without share capital, named in 
Schedule C, Part I to the Financial Administration Act. The Cen- 
tre is dependant on the Government of Canada for operating 
appropriations. 

The objectives of the Centre are to initiate, encourage and sup- 
port cooperation between Canada and developing countries in the 
field of ocean resource development by: 


(a) initiating and supporting programs in developing countries 
for the improved management and utilization of ocean 
resources, particularly as a source of food; 


(b) supporting the development of indigenous expertise and insti- 
tutions in developing countries in order to increase the 
capacity of developing countries in integrated ocean use man- 
agement; 


(c 


— 


enlisting the expertise of people and institutions in Canada, 
developing countries and elsewhere; 


(d 


— 


developing and sponsoring the collection and dissemination of 
information relating to ocean resource development; 


(e) developing and sponsoring training programs, technical 
assistance and advisory services relating to ocean resource 
development; and 


(f) supporting research relating to ocean resource development. 
2. Significant accounting policies 
The financial statements reflect the following policies: 


(a) Capital expenditures 


Purchases of equipment, office furniture, and costs of lease- 
hold improvements are expensed in the year of acquisition. 


(b 


—S 


Parliamentary appropriations 


Parliamentary appropriations are recorded in the Statement 
of Equity for the year to which they apply. 


(c) Project expenditures 
The Centre enters into agreements with third parties to 
undertake projects. Project expenditures are charged to oper- 
ations when disbursed and as they become due under the 
terms of the contractual agreement. 

(d) Pension plan 


Employees of the Centre are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required equally from 
the employees and the Centre. These contributions represent 
the total liability of the Centre and are recognized in the 
accounts on a current basis. 


3. Contributed surplus 


Contributed surplus represents the net book value of assets con- 
tributed to the Centre on December 19, 1985 by the predecessor, 
non-government organization, International Centre for Ocean 
Development. In accordance with the Centre’s accounting policy, 
this amount has been charged to expense. 


4. Income taxes 
The Centre is exempt from income taxes. 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


5. Operating leases 


The Centre has entered into various operating lease arrange- 
ments for office premises and equipment. The future minimum 
lease payments are as follows: 


$ 
Year ending March 31 
NORE AE USEC EAA LEL LE = Riee AE 0 bis OA Meh Aes i ae ae, DD A | 142,300 
119.8 8 erereen mettre tree mere ere Pet cD wg ae oO 143,500 
We eines as cet ca oa ial A ne 159,500 
1290 centre: Leben. Fonect at ete tants acne s Caaee 170,000 
1991 


615,300 


6. Contractual commitments—Project expenditures 


The Centre is committed to project expenditures totalling 
$1,926,500 during the next five years subject to compliance by 


recipients with the terms of their agreements. 
ge Sa aa ce ES ot ee 
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SUMMARY PAGE 


INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 


MANDATE 


To initiate, encourage, support and conduct research into the problems of the developing regions of the world and into 
the means for applying and adapting scientific, technical and other knowledge to the economic and social 
advancement of those regions. 


BACKGROUND 


IDRC was created to help resolve, through research carried out by Third World scientists, the problems of poverty in 
the developing countries. To this end, it has established the following main program areas: Agriculture, Food and 
Nutrition Sciences; Health Sciences; Information Sciences; Social Sciences; and through collaborative research, the 
Earth Sciences and Technologies for local enterprises. 


CORPORATION DATA 


HEAD OFFICE 60 Queen Street 
Ottawa, Ontario 
K1G 3H9 
STATUS — not an agent of Her Majesty 


— exempt from provisions of Divisions | to IV of Part XII of the 
Financial Administration Act 


APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 

DATE AND MEANS 1970, by The International Development Research Centre Act, 
OF INCORPORATION (R.S.C., 1970, C.21-1st Supp) 

CHIEF EXECUTIVE Ivan L. Head 

OFFICER 

CHAIRMAN Janet M. Wardlaw 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 


(restated) 
At the end of the period 
BRS 224 FSS ie Ne re ere 0 RRR 16.7 20.3 2a] 19.0 
Obligations:to the private SCCtOP goles: cuaoesaat Maier enya nil 02 0.4 negl. 
Obligations:to: Canadas ary. scsd-css.c5-n?neaptnegeenon eee ran ee nil nil nil nil 
GUL ytOmO@ ANAC ie re sateen eas caleneey see ee Oe ee hes 10.9 We 8.1 
Cash from Canada in the period 
=P CC CREAMER II IN i cies chs es nod athadro cage aineeeieoneta reasenr sta aae 820% 81.0 67.4 392 
NON DUC LELALY cae lec seace ces teaas tues nad ee moana ota ete nil nil nil nil 


* Net of $4.0 million repaid to Canada. 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AUDITOR’S REPORT 


TO THE INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AND 

THE RIGHT HONOURABLE CHARLES JOSEPH CLARK, P.C., M.P. 

SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the International Development 
Research Centre as at March 31, 1986 and the statements of opera- 
tions, equity of Canada and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
| position of the Centre as at March 31, 1986 and the results of its oper- 
_ ations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied, 
after giving retroactive effect to the change in the application of the 
| accounting policy relating to method of accounting for project pay- 
_ ments as explained in Note 3 to the financial statements, on a basis 
consistent with that of the preceding year. 


Kenneth M. Dye, F.C.A. 


) Auditor General of Canada 
| Ottawa, Canada 


| June 12, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 


| ASSETS 1986 1985 LIABILITIES 1986 1985 
$ $ $ $ 
Current 


(CEG Di ons scone tetanic ete eco 462,316 467,781 Accounts payable and accrued _ liabilities 

ATIVESLIMENLS] (INOLEIG ech ey ten maeedceen eetenene 11,463,218 14,768,861 (NOtE6) ce ee eee tan een, uk nrctee erent: 8,446,521 6,536,078 
ACcountsimecelvablem seers ee ee ee ener 461,015 444,586 Due to Government of Canada (Note 7) ............. 4,000,000 
Prepaidiexpenseswa. eee eee See 745,523 827,819 Funds provided for contract research................... 450,027 268,100 
| ~ 13,132,072 16,509,047 Deferredinevenue (Notes) mee eee 241,110 
 Recoverable GOPOSItSMeee ee ee ne eee te 455,909 435,329 Obligation under capital lease... 69,903 
_ Property and equipment (Note 5) o...........cceccee 3,108,716 3,350,611 13,137,658 6,874,081 


Long-term 
Accrued employee separation benefits ................ 2,436,272 2,199,784 
Obligation under capital lease (Note 9) ............... 275,331 
2,436,272 2,475,115 
15,573,930 9,349,196 


EQUITY 
Equity:ofiGanadaee. 208 2c ei eee ant 1,122,767 10,945,791 
16,696,697 20,294,987 16,696,697 20,294,987 


EE eee SSS eee eee 


Approved: 


‘| 
il 
i 


VERN JORSSEN 
{ Comptroller General and Treasurer 


IVAN HEAD 
'President 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 1985 1986 1985 
$ $ $ $ 
Expenditure Operating activities 
Development research Cash provided by (used for) operations 
Project rants .........ccccsseceecectecneceressetesscereenenesees 47,057,173 43,152,294 Excess of expenditure over revenue ................. (1,823,024) (344,042) 
Centre projects........sausuig. e-sueek ages 6,474,598 6,192,636 Items not affecting funds 
53.531.771 49.344.930 Depreciation and amortizationye...2.oe 1,035,657 875,896 
meee cine — — Provision for employee separation benefits . 500,722 250,893 
Project development and support................-.05 3,794,838 4,543,729 Gain on disposal of property and equip- 
, : soaks merit 22.2 eee: Se TEER (4,042) (52,333) 
Information dissemination. ........:......:eceee 1,925,219 1,975,359 Wiite-olf of systems sofiwate 358.378 
Development research library ........c0:cccee 1,283,138 1,212,198 Tee ee ee : 
—7003.195 7,731,286 (290,687) 1,088,792 
} a 2 ae Accountsireceivablepercise.ccn-<ttee screen teehee (16,429) 240,671 
Research operational support Prepaid expenses .4ueivdim asin ats ametqee 82,296 (166,575) 
Technical support Peed oe tee Tee tien, Seapese 12,012,502 10,675,987 Recoverable deposits .........ccss-cssssseessssseresestssnneee (20,580) (252,523) 
Regional and liaison offices... 4,946,549 4,456,076 Accounts payable and accrued liabilities ............. 1,910,443 (829,263) 
Division management ...............::cccsereeeeeereeees 4,223,966 3,997,117 Delerredirevenuec: ck, eee ee 241,110 
21,183,017 19,129,180 Payment of employee separation benefits ........... (264,234) (306,568) | 
Contract. research su G A aU em ean elt 1,053,126 494,900 Contract research ........... sees ersten ener 181,927 (119,885) 
Total research and support expenditure 1,823,846 (345,351) | 
(Schedules!) ieeeretns eee cette eros 82,771,109 76,700,296 Financing activities 
General management expenditure (Schedule 2) 8,714,899 8,303,128 Reductioniof equityicc.e: tect ncsran reas (8,000,000) 
91,486,008 85,003,424 Due to Government of Canada ..............:::: 4,000,000 
Revenuc Reduction of obligation under capital lease ........ (345,234) (58,965) 
Grant from Parliament of Canada ..........:..000 86,000,000 81,000,000 (4,345,234) (58,965) 
Investment and other income .............::0::ee eee 1,880,968 3,164,482 Investing activities 
Gontractinescarchipe seers nesters eee ees 1,053,126 494,900 Additions to property and equipment .................. (835,100) (1,114,735) 
CIDA contribution (Note 8)) 00.0... 728,890 Proceeds on disposal of property and equipment 45,380 83,820 
89,662,984 84,659,382 (789,720) (1,030,915) 
Excess of expenditure over revenue ............e ree (1,823,024) (344,042) Decreasesiniunds Meee ete ra cere eee see eeaeee (3,311,108) (1,435,231) 
Cash, beginning of year ...........cccceetee reesei: 15,236,642 16,671,873 
@ashnend|ofi years aes sess ereneesecer sess 11,925,534 15,236,642 
Represented b 
STATEMENT OF EQUITY OF CANADA [Sm ee RE oe Tee: 462,316 467,781 
FOR THE YEAR ENDED MARCH 31, 1986 Investments rests ee er eeciesers tesserae 11,463,218 14,768,861 
11,925,534 15,236,642 
ee ——————————————— Ee ee se oe 
1986 1985 
$ $ 
Balance at the beginning of the year 
AS previously reported ...........-..ecesceecseeseeereeetseses 8,028,622 7,918,711 
Changes in application of accounting policy 
relating to project grant expenditure 
(NOt E33) BRO WOE A beets cus per te 2,917,169 Brovaz 
PAS SRESTA LOU i eeecczccocs seetevscenan saison eens Ate 10,945,791 11,289,833 
Reimbursement of equity to Government of 
GanaGaiNote 7) tee cer esses aseareaessev iva eseree (8,000,000) 
Excess of expenditure over revenue ............c eee (1,823,024) (344,042) 
(9,823,024) (344,042) 
Balance at the end of the year 2.0.0.0... ceeeeees 1,122,767 10,945,791 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1986 


1. Authority and objective 


The International Development Research Centre, a Corpora- 
tion without share capital, was established in 1970 by the Parlia- 
ment of Canada through the International Development Research 
Centre Act. The annual grant received from the Parliament of 
Canada is pursuant to External Affairs Votes 70 and 60 for the 
years ended March 31, 1986 and 1985 respectively. 

The objective of the Centre is to initiate, encourage, support, 
and conduct research into the problems of the developing regions 
of the world and into the means for applying and adapting scien- 
tific, technical, and other knowledge to the economic and social 
advancement of those regions. 


. Significant accounting policies 


The financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles and 
reflect the following policies: 


Property and equipment 


Property and equipment are recorded at cost and depreciated 
over their estimated useful lives. Leasehold improvements are 
amortized over the terms of the respective leases. The methods 
and rates used to provide for the depreciation and amortization of 
property and equipment are as follows: 


Method Rate (%) 
Computer hardware Straight line 20 
Leasehold improvements Straight line 6%-50 
Office furniture and equipment Diminishing 

balance 20 
Vehicles Diminishing 

balance 30 
Telephone system Straight line 20 


Expenditure 


Expenditure is recorded on an accrual basis except for contract 
research expenditure, which is charged to operations when dis- 
bursed. 


Recognition of revenue 


Revenue in respect of contract research and of the contribution 
from the Canadian International Development Agency (CIDA) is 
recognized at the time that the related project expenditure is 
incurred. Contract research and CIDA contribution funds 
received in excess of expenditure are included in current liabili- 
ties. 


Pension costs 


Employees of the Centre are covered by the Public Service 
Superannuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from the employees and 
the Centre. These contributions represent the total liability of the 
Centre and are recognized in the accounts on a current basis. 


Income taxes 
The Centre is exempt from any liability for income taxes. 
Foreign currency translation 


Monetary assets and liabilities are translated into Canadian 
dollars at the rate of exchange in effect at year-end. Non mone- 
tary assets are translated at rates prevailing at the respective 
transaction dates. Foreign-currency transactions are translated 
into Canadian dollars by the use of an average exchange rate that 
closely approximates the rate in effect at the transaction date. 
Exchange gains and losses are included in operations for the cur- 
rent period. 


3. Change in application of accounting policy 


During the year, the Centre applied retroactively the following . 
change to the application of its accounting policy relating to 
project payments. Formerly, project payments were accrued on 
the basis of the schedule of reports and payments. Now, the Cen- 
tre will no longer accrue project payments that become due upon 
receipt of progress and financial reports until these reports have 
been received. 

As a result of this change, the accrued liabilities for 1986 and 
1985 have been decreased by $4,141,040 and $2,917,169 respec- 
tively. 

Had this policy change not been made, the excess of expendi- 
ture over revenue for the current year would have increased by 
$1,223,871. For the year ended March 31, 1985, the expenditure 
was increased by $453,953 resulting in an excess of expenditure 
over revenue of $344,042. A retroactive adjustment was made to 
Equity of Canada at April 1, 1984 of $3,371,122 representing the 
reversal of accruals in prior years. 


. Investments 


Investments consist of short-term notes and deposits and trea- 
sury bills held with: 


1986 1985 
$ $ 
Canadian chartered banks................c.cccc0c0000 3,065,992 12,194,159 
Governments and governmental enterprises ... 1,279,354 1,084,412 
Commercialienterprisesi:...-0se ee en ee 1,688,132 990,290 
Trust and mortgage companies........................ 5,429,740 500,000 


11,463,218 14,768,861 


. Property and equipment 


1986 1985 


Accu- 
mulated 
depre- 
ciation 
and 
amorti- 
Cost zation Net Net 


$ $ $ $ 


Computer hardware... 2,170,952 966,232 1,204,720 1,084,550 
Leasehold improve- 


MENS heer 1,843,929 1,376,982 466,947 702,951 
Office furniture and 

equipment .............. 1,611,945 869,870 742,075 764,398 
Vehicles .23.08%...22 754,598 368,750 385,848 413,504 
Telephone system ...... 491,271 182,145 309,126 385,208 


6,872,695 3,763,979 3,108,716 3,350,611 


Depreciation and amortization for the year ended March 31, 
1986 amounted to $1,035,657 ($875,896 for 1985). 


. Accounts payable and accrued liabilities 


1986 1985 
$ $ 
Accrued liabilities—Projects ..0..0.000.cccccee 4,765,749 3,558,604 
Accrued annual and other leave benefits .............. 1,302,879 1,287,894 
COTA Tot ert NAR a ots Cn Ee re eee ne ee 2,377,893 1,689,580 


8,446,521 6,536,078 


. Reimbursement of equity to Government of Canada 


The Budget Papers tabled in the House of Commons by the 
Minister of Finance on May 23, 1985 provided for the recovery of 
$15,000,000 from the Centre in 1985-86. The Centre has nego- 
tiated that it will remit a total of $8,000,000: $4,000,000 in this 
fiscal year and $4,000,000 on April 1, 1986. 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1986—Concluded 


8. 


11. 


12s 


Contribution from the Canadian International Development 
Agency 

On March 29, 1985, the Centre executed an agreement in 
respect of a contribution of up to $4,764,690 to be provided by 
CIDA for a development-research project. 


$ 
Contribution received during the year... 1,000,000 
Project Expenditure .......c.ccccccccece eects ec teeeeseen essence tes ser teeeanentes 728,890 
Administration charges by the Centre ..........:..:eeee 30,000 
758,890 
Excess of funds received over expenditures and administra- 
tom CHATGES, c...kSpepecsee-vesoneu--¥-wrgpsegcomes coneseeheonsaruce stirs saonentetes 241,110 
Funds available at the beginning of the year ...............02 
Funds available at the end of the year... 241,110 


. Capital lease 


In December 1985, the Centre exercised its option of buying 
back the telephone system thereby eliminating the obligation 
under capital lease. During the year, the interest implicit in the 
lease amounted to $30,152 ($49,671 in 1985). 


. Operating leases 


The Centre has entered into various lease arrangements for 
office premises, equipment, and staff accommodation, in Canada 
and in various countries. The total annual payments under such 
lease arrangements will be as follows: 


$ 
Year ending March 31 
TOY Hy parses sti ch 50 ac de aS Rr eee ene fbr 2,962,507 
ICR ES : 1054secte non dhe Soc ad ceca se oaeaan I ne pane eR ePeaae en encerauon Saced 1,581,466 
19 SO ireene een eee et NRE Scr ac tak atnasueotersestevrettensnsaers 79,517 


4,623,490 


The Centre has made an offer to lease a new building for 10 
years and 10 months starting in late 1986. The proposed terms 
call for an annual rent of approximately $2,740,000 starting with 
a rent-free period of 13 months. 


Contractual commitments—Project grants and project develop- 
ment 


The Centre is committed to make payments totaling up to 
$85,000,000 during the next 4 years subject to funds being pro- 
vided by Parliament and subject to compliance by recipients with 
the terms of project agreements. The Centre has also submitted 
formal grant offers to prospective recipients totaling $22,600,000 
and is awaiting acceptance of these offers. 

The Centre is further committed to make payments of up to 
$3,800,000 during the next 4 years, subject to funds being pro- 
vided by CIDA and subject to compliance by the recipient with 
the terms of the project agreement. 


Contingencies 


The Centre is a defendant in two actions for damages and costs 
allegedly sustained by the plaintiffs. Management and counsel are 
of the opinion that the Centre has defenses against these claims 
and accordingly no provision has been made in the financial state- 
ments in respect of them. The claims are not significant to the 
operations of the Centre. 


. Comparative figures 


The 1985 comparative figures have been reclassified to conform 
to the statement presentation adopted in 1986. 


ee EE 
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INTERNATIONAL DEVELOPMENT RESEARCH CENTRE—Concluded 
SCHEDULE OF RESEARCH AND SUPPORT EXPENDITURE 
FOR THE YEAR ENDED MARCH 31, 1986 SCHEDULE 1 
1986 1985 
Research Research 
Development related operational Contract 
research activities support research Total Total 
$ $ $ $ $ $ 
Programs 
Agriculture, Food and Nutrition Sciences .00..0....0....cccccccceceeeesesseseeeee 18,422,765 515,709 4,109,404 354,026 23,401,904 20,737,008 
SOcialISClenCesmeteets cn neers eee rn cere, ne ee eee, 10,047,007 783,427 3,417,172 197,455 14,445,061 15,552,326 
Information’ Sciences eee en nc ee eee 6,684,589 526,467 2,386,143 15,996 9,613,195 9,525,723 
HealthiSciencesniee iter et, cots tte city cet, a eee, es 7,592,756 218,810 2,115,698 99,653 10,026,917 9,043,506 
Rellowshipsand’Awards# its:ser te cs. cee, ee ee 4,933,132 128,335 793,600 5,855,067 4,674,914 
| ‘Cooperative Programsmererr cn et eet Lee eee ree 3,908,673 391,034 1,160,165 5,459,872 3,832,702 
Program related activities 
Regional, Liaison Offices and Coordination Unit ..........0..0...c.0000 635,361 4,996,824 5,632,185 5,187,562 
Information Dissemina tongs ts.c.0. 8"... << eee ete 441,013 1,925,219 1,639,570 4,005,802 3,886,305 
Special ProgramrActivities secant sco: eee ee 1,501,836 360,945 381,926 2,244,707 2,060,413 
Development-Reseraciebibraryey..ns2..c eee eee 1,283,138 1,283,138 1,212,198 
ExternaliiaisontandsRelations ).:..0 5:4 .i2:.0e eee ee eee ashe cas 234,750 564,441 4,070 803,261 987,639 
53,531,771 7,003,195 21,183,017 1,053,126 82,771,109 76,700,296 


! SCHEDULE OF GENERAL MANAGEMENT EXPENDITURE 
FOR THE YEAR ENDED MARCH 31, 1986 SCHEDULE 2 
1986 1985 
$ $ 

Dalanies angibenclits iene es a eee 6,067,589 5,448,313 

Bee Rent and accommodation 2.20.0. (...c...8s.dseeentaens 619,479 615,341 
Officetandisind ry enema ces chee $00,317 473,652 
Mravel-andtrelocation ete ne eee 457,798 457,114 
Depreciation and amortization ...........0..0.:.ccccccseereceerees 389,500 692,153 
Governorssmectingsiee ements ee cea ee 277,872 246,279 
Professional and special services ............0....cccccccccceeeeeeees 198,001 198,149 
melecommunications:....4..0.0 eee ee 159,676 111,792 
INLErcs Gee een te emer te te BRU AE Fer = a 30,152 49,671 
INSU ANCE secrete eee ee tee ete rete al Ae nnd Oe 14,515 10,664 


8,714,899 8,303,128 
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SUMMARY PAGE 


LAURENTIAN PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer in the interests of safety an efficient pilotage service in the St. 
Lawrence River between Les Escoumins and the north end of the St. Lambert Lock, in the Saguenay River and in 
the Bay of Chaleur. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 
pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 
HEAD OFFICE Suite 1402 

1080 Beaver Hall Hill 

Montreal, Quebec 

H2Z 1S8 
STATUS — Schedule C, Part I 

— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS OF Established pursuant to the Pilotage Act (S.C. 1970-71-72, C. 52) 
INCORPORATION which was proclaimed to come into force on February 1, 1972. 
CHIEF EXECUTIVE Paul Bailly 


OFFICER AND CHAIRMAN 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 1983 1982 

At the end of the year 

TOtg RASSC eStart gs sete isc aac As oS ees Rae 6.3 Sot ee 5.4 

Obligations to,the, private sectors. aia. not pine sete eae 0.7 0.4 0.1 nil 

Obl wationsstie@anag ae 25.6.2: ances beet at ea eee eee eect nil nil nil nil 

ECpity Ob. anad asker nike a ven. Seana ie terial ieee eee (0.3) (0.1) 0.3 1.1 
Cash from Canada for the year 

=~ Dud SOLA BV ips saen deter reece also Gees, We ny res See sash 2.0 es: 1.0 nil 


TONDO DELAT re ela ae cs Ae ey een eeree nil nil nil nil 
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LAURENTIAN PILOTAGE AUTHORITY 


AUDITOR’S REPORT 


THE HONOURABLE DONALD FRANK MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


I have examined the balance sheet of Laurentian Pilotage Authority 
as at December 31, 1985 and the statements of operations, contributed 
_ capital, deficit and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1985 and the results of its 
operations and the changes in its financial position for ‘the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations and the by-laws of the Authority. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 11, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 
a ———————— —————SSiieeEE~yy————— 


ASSETS 1985 1984 LIABILITIES 1985 1984 
$ $ $ $ 
Current Current 
CLT ee Sr, ee ee ee NEWS 13,829 Bank loans... Aone tee ee ee 650,000 375,000 
ACCOUNTS: TECeIVaDIC Meer meen Ween Sk. pan eee 5,041,879 3,725,409 PN CCOUNTS PAV ADC pee ee tere teeter eee 5,278,134 4,143,590 
5,063,404 3,739,238 5,928,134 4,518,590 
Fixed (Note 3) ’ oar Provision for employee termination benefits............ 641,000 647,000 
Land, buildings, pilot boats and other facilities ......... 2,179,000 2,123,104 6.569.134. 5.165.590 
Less: accumulated depreciation ...................00.s00r.s0:00- 966,553 794,326 eee eee 
1,212,447 1.328.778 DEFICIENCY OF CANADA 
Contributed capital zee. et ee ee 914,293 650,175 
Deficit ee ete ee eer en eae ae er nee (1,207,576) (747,749) 
(293,283) (97,574) 
6,275,851 5,068,016 6,275,851 5,068,016 


Approved by the Authority: 


PAUL BAILLY 
Chairman 


YVON MATTE 
Member 
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LAURENTIAN PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 

Revenues 

Pilotaseichan pes ee eet ts ner ear ens 24,671,138 25,523,601 

Interestand otherrevenues,.....0--e)e eee, 78,006 100,312 

Rewards for rescuing ships in distress—Net ...... 89,438 45,529 

24,838,582 25,669,442 

Expenses 

Pilots’ fees, salaries and benefits....................:..:--- 20,780,682 21,529,416 

Operating costs of pilot boats......0.....:ccccccce 3,048,696 2,743,773 

Stafiisalaniessandibenefits nee 1,693,963 ei. oil 

Professional services and members’ allowances... 301,564 437,672 

REM Cal Seok ea tee Bee ea ey Seine ane 228,181 210,806 

Communications = fe ee eee ee 139,916 125,068 

BRAVE I: srs cat cae oer ARN Ach cr SAAS head a 110,991 122,983 

Wthitiessimatenialland'supplicsis ses. es ee 64,324 65,871 

Binancing,costsset..Bew Me evi erys te ant Wks hee 45,815 5,349 

Badidebts.> vawercteah in ete en Maa eee 28,396 100,031 

Maintenance eet creer eeretnte reece ore 28,401 40,302 

Otheniaste deere ere cee ene 114,908 96,903 

26,585,837 27,055,485 

Net loss before unusual item ................:c:0<.0-00c-c000-00e 167475259 1,386,043 
Unusual item—Incremental costs related to an 

investigation by the Canadian Transport Com- 

Mmissiony(NOtC#/)) meaner ener eer eee 331,126 
INetilossifonthery catenin he ee hee 2,078,381 1,386,043 


STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 


Balanceratibeginning of theiyeatmewns chosen 650,175 278,128 
Parliamentary appropriation to finance the previous year’s 


acquisition of fixed assets 264,118 372,047 


914,293 650,175 


Balance at end of the year 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
Balance at beginning of the year ............ cece 747,749 18,776 
INGHlossiforstheneara te see tee 2,078,381 1,386,043 


Parliamentary appropriations to finance operating 
deficits 


SPC ViOUusay Calle tee enema eee oe ren te = (1,106,554) (594,037) 
= CUrrentsyean (NOte-5) meee ..n eee (500,000) 
Services provided without charge by a government 
departmecn teeter emer mer cmt crn. eas (12,000) (63,033) 
Balanceatrendjotatheny cane ies een nen 1,207,576 747,749 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
Operating activities 
INetsloss fonithemeamerrmennn e5 eee eee 2,078,381 1,386,043 
Non-cash items 
Depreciationa 5 a;.c%.4). trite ene aoe eee (173,659) (165,457) 
Services provided without charge by a gov- 
ernment. departmnentunt+ sera nee (12,000) (63,033) 
Decrease (increase) in the provision for 
employee termination benefits................... 6,000 (51,000) 
1,898,722 1,106,553 
Increase (decrease) in accounts receivable ...... 1,316,470 (203,219) 
Decrease (increase) in accounts payable ......... (1,134,544) 62,255 
2,080,648 965,589 
Investing activities 
ANGGITIONS AE ONIX CLASSE Sermon ars tre rr nnee nr ene 57,328 264,118 
Financing activities 
Parliamentary appropriations .........0..0.0.....c000.. (1,870,672) (966,084) 
Bank loan, net of cash 
IncheaSe Om Une) ca zeae cent: sete tate 267,304 263,623 
Balance at beginning of the year ..........0.0...0.... 361,171 97,548 
Balanceatiendiogithe vedas ener 628,475 361,171 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Authority and activities 


The Laurentian Pilotage Authority was established on Febru- 
ary 1, 1972 under the Pilotage Act. Its objectives are to establish, 
operate, maintain and administer in the interests of safety an effi- 
cient pilotage service within certain designated Canadian waters 
in and around the Province of Quebec. The Act provides that 
pilotage tariffs shall be fair and reasonable and assure a revenue 
which, together with any revenue from other sources, is sufficient 
to permit the Authority to operate on a self-sustaining basis. 

The Authority is a Crown corporation named in Part | of 
Schedule C to the Financial Administration Act. 


2. Significant accounting policies 
Fixed assets 


Fixed assets obtained from Canada when the Authority was 
established were recorded at the then assigned values. Fixed assets 
purchased subsequently by the Authority are recorded at cost. 

Fixed assets are depreciated using the straight-line method, at 
rates based on the estimated useful lives of the assets. 


Contributed capital 


The values assigned to the fixed assets obtained from Canada 
when the Authority was established and the net cost of fixed 
assets financed from parliamentary appropriations are recorded as 
contributed capital. 


Parliamentary appropriations 


Parliamentary appropriations received to finance the excess of 
expenditures over revenues are recorded in the year in which they 
are voted by Parliament, to contributed capital for that portion 
pertaining to the acquisition of fixed assets and to the deficit for 
that pertaining to operations. In this respect, operating expendi- 
tures include only those which require an outlay of funds. 


Services provided without charge 


Estimated amounts for services provided without charge by 
government departments are included in expenses with an offset 
to the deficit. 
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LAURENTIAN PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 


DECEMBER 31, 1985—Concluded 


Pension plan 


Employees of the Authority participate in the Superannuation 
Plan administered by the Government of Canada. The employees 
and the Authority contribute equally to the cost of the Plan. This 
contribution represents the total liability of the Authority. Contri- 
butions in respect of current service and of admissible past service 
are expensed when paid. The terms of payment of past service 
contributions are set by the applicable purchase conditions, gener- 
ally over the number of years of service remaining prior to retire- 
ment. 


Employee termination benefits 


On termination of employment, employees of the Authority are 
entitled to certain benefits provided for under their collective 
agreements and their conditions of employment. The cost of these 
benefits is expensed in the year in which they are earned. 


. Fixed assets 


Details of fixed assets are as follows: 


1985 1984 
Accu- 
mulated 
depre- 
Cost ciation Net Net 
$ $ $ $ 
Land besserencserrenereerscten ns chewy 9,300 9,300 9,300 
Buildingstemecst corre 23,622 23,361 261 1,959 
Rilogboats eee ee 1,386,892 612,743 774,149 882,644 
Furniture and fixtures ............ 96,222 57,566 38,656 34,541 
Communications equipment .. 195,183 113,148 82,035 72,114 
Boarding facilities .................. 216,689 102,433 114,256 121,467 
Wharf improvements.............. 169,033 42,258 126775 355226 
Leasehold improvements........ 82,059 15,044 67,015 71,527 


2,179,000 966,553 1,212,447 1,328,778 


Depreciation for the year is $173,659 ($165,457 in 1984). 


The estimated useful lives for the principal categories of fixed 
assets for the purposes of calculating depreciation are as follows: 


Buildings 20 years 

Pilot boats 10, 15 and 20 years 
Furniture and fixtures 10 years 
Communications equipment 10 years 

Boarding facilities 10 and 20 years 
Wharf improvements 20 years 


Leasehold improvements duration of the leases 


. Pension plan 


The estimated unrecorded liability for employees’ past services 
is $80,000 as at December 31, 1985 ($89,900 as at December 31, 
1984). 


. Parliamentary appropriation 


On December 12, 1985, the Treasury Board approved a tempo- 
rary allotment of $500,000 from its Vote 5, Government Contin- 
gencies, prior to the release, in Supplementary Estimates ““C”’ for 
1985-86, of an appropriation to cover the Authority’s cash deficit 
for the year 1985. 
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6. Trust account 


The latest service contracts between the Authority and the 
pilots’ corporations terminated on December 31, 1984 and on 
March 31, 1985. The terms of those contracts continue to be 
applied unless advised otherwise. 

In view of these circumstances, agreements between representa- 
tives of the users of the pilotage service and the pilots’ corpora- 
tions were signed on December 26, 1985 in order to provide for 
supplementary interim remuneration to the pilots’ corporations 
until the signing of new service contracts between the Authority 
and the pilots’ corporations. Concurrently with the signing of 
those agreements, the Authority has agreed to administer, 
through a trust account, amounts to be received from users and 
subsequently distribute them to the pilots’ corporations. 


. Canadian Transport Commission investigation 


In January 1985, the Authority published in the Canada 
Gazette a copy of each tariff of pilotage charges that it had pro- 
posed to prescribe pursuant to the Pilotage Act. Notices of objec- 
tion were filed with the Canadian Transport Commission, which 
subsequently made such investigation as in its opinion was neces- 
sary or desirable in the public interest. The Commission has not 
yet made its recommendation to the Authority. 

Incremental costs of the Authority related to this investigation 
amounted to $331,126. 
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SUMMARY PAGE 


LOTO CANADA INC. 


MANDATE 


To conduct and manage a national lottery. 


BACKGROUND 

The wind-up of this Corporation was authorized by the Sports Pool and Loto Canada Winding-up Act, which 
received Royal Assent on June 20, 1985. A Certification of Dissolution was issued on July 10, 1985. 
CORPORATION DATA 

DATE AND MEANS OF Incorporated under the Canada Business Corporations Act in 1976. 
INCORPORATION 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


To July 10, 
1985 1984-85 1983-84 1982-83 

At the end of the period 

TOtalZNSSCtS cerita ene cise tksuer so Riveicenacst cane nee eae nil negl. 15.4 14.4 

Obligationse the private Sector =... 22. eee nil negl. nil nil 

Obligations'to Canada: icicles. .crcccssesve tere ee ee oe nil (negl.) 52 14.2 

EQUitycOMGa naa reer resriiesa-sieoshatedsoccten stn eee ees Meee eee ees nil negl. neg]. neg}. 
Cash from (to) Canada in the period 

mara OUUA SOLAS eae a occ canninc vgn Aecceiacnstengsoe ee eee ee co nil (16.4) nil nil 


= NON= DUC RELAIY i gnc toes te saeco ns cenoracseaeonl coat eae aaanes nil nil nil nil 
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LOTO CANADA INC. 
AUDITOR’S REPORT 


THE HONOURABLE JAKE EPP, P.C., M.P. 
MINISTER OF NATIONAL HEALTH AND WELFARE 


I have examined the balance sheet of Loto Canada Inc. as at July 
10, 1985 and the statement of income and expense for the period from 
April 1, 1985 to July 10, 1985. My examination was made in accord- 
‘ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at July 10, 1985 and the results of its 
operations for the period then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
September 11, 1985 


BALANCE SHEET AS AT JULY 10, 1985 


C0o00o.0t8°*woNssSeSsSsSsSsSSsSSSSmamSmSmS 


July 10, March 31, July 10, March 31, 
ASSET 1985 1985 CAPITAL STOCK 1985 1985 
$ $ $ $ 
One common share authorized, issued and fully 
Due from Receiver General for Canada .................. | paid (es madlen (uth Bedsits, tnt. 8 nasties. l 


Wind-up and contingent liability (Notes 2 and 5) 
Approved by the Board of Directors: 


DAVID KIRKWOOD 
Director 


H.J. MULLINGTON 
Director 
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LOTO CANADA INC.—Concluded 


STATEMENT OF INCOME AND EXPENSE 
FOR THE PERIOD FROM APRIL 1, 1985 TO JULY 10, 1985 


July 10, March 31, 


1985 1985 
(101 days) (12 months) 
$ $ 
Interesisin Com Ciccone eisai tee ees eee 1,010,017 
Expense 
Professional ifeese.0s.ce ar ere re eee cee 11,600 
Ofificeiex PenSes eae cuesce hee teste ae wee rors 35975 
Mnavelandshospitality pce cee eee ae DUS 
Settlement of claims.................... eect 1,422 
19,772 
Provision for unbilled expenses (recovery)............ (385,153) 
(365,381) 
Netiincome! fon the periode eee erate eee 1,375,398 
a Atak kA Aad ee FE ESS CO i A ats 3 


NOTES TO FINANCIAL STATEMENTS 
JULY 10, 1985 


1. Termination of lottery operations 


Loto Canada Inc. was incorporated under the Canada Business 
Corporations Act in 1976 and was a Crown corporation named in 
Part I of Schedule C to the Financial Administration Act. The 
Corporation’s objective was to conduct and manage a national lot- 
tery in accordance with the National Lottery Regulations as 
authorized by the Criminal Code. 

In August 1979, federal and provincial government representa- 
tives signed a document whereby Loto Canada Inc. would with- 
draw from the sale of lottery tickets effective December 31, 1979 
and the Government of Canada would cause the Corporation to 
be wound up after that date as quickly as legal, financial and 
administrative requirements permit. The Shareholder directed the 
Board of Directors to commence the orderly wind-up of the opera- 
tions effective August 21, 1979. The lottery operations were ter- 
minated effective December 31, 1979 and the right to claim prizes 
expired on December 31, 1980. At its July 7, 1983 meeting, the 
Board of Directors passed a resolution to commence immediately 
the final wind-up procedures of the Corporation. 


2. Wind-up of Loto Canada Inc. 


The Sports Pool and Loto Canada Winding-Up Act was pro- 
claimed into force on June 20, 1985. The sections relevant to Loto 
Canada Inc. are as follows: 


“6.(1) All rights and property held by or in the name of or 
in trust for Loto Canada Inc. and all obligations and liabili- 
ties of Loto Canada Inc. are deemed to be rights, property, 
obligations and liabilities of Her Majesty. 


(2) The Minister (of National Health and Welfare) may do 
and perform all acts and things for or incidental to procuring 
the dissolution and closing out of the affairs of Loto Canada 
Inc. 


7.(1) Any action, suit or other legal proceeding in respect of 
an obligation or liability incurred by ... Loto Canada Inc. or 
incurred by the Minister in closing out the affairs of .... 
Loto Canada Inc., may be brought or taken against Her 
Majesty in any court that would have had jurisdiction if the 
action, suit or other legal proceeding had been brought or 
taken against ... Loto Canada Inc. ... 


(2) Any action, suit or other legal proceeding pending in 
any court against ... Loto Canada Inc. may be continued 
against Her Majesty to the same extent as it could, but for 
the coming into force of this Act, have been continued 
against ... Loto Canada Inc. ...” 
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Loto Canada Inc. has now concluded its operations and has 
been dissolved in accordance with the provisions of the Canada 
Business Corporations Act (CBCA). Accordingly, after a resolu- 
tion by the shareholder, the Minister of National Health and 
Welfare, it had registered with the Director, Corporations 
Branch, Department of Consumer and Corporate Affairs a state- 
ment of Intent to Dissolve Loto Canada Inc., pursuant to Section 
203 of the CBCA. A Certificate of Intent to Dissolve was issued 
by the Director in November 1984 and a Certificate of Dissolu- 
tion was issued on July 10, 1985. The Corporation now ceases to 
exist. 


. Statement of Changes in Financial Position 


The statement of changes in financial position was not prepared 
since it does not significantly improve the information contained 
in these financial statements. 


. Related party transactions 


Two members of the Board of Directors are also officers of the 
Canadian Sports Pool Corporation. 

All transactions with the Government of Canada and the 
Canadian Sports Pool Corporation were concluded during the 
year ended March 31, 1985. 


. Contingent liability 


In 1980, certain ticket wholesalers who were operating in the 
Province of Ontario commenced legal proceedings against the 
Corporation. To date three writs have been processed and claims 
on two of the cases have been filed in the amount of $4,175,000 
plus costs. This litigation continues to be contested and the out- 
come is not known at this time. Any settlement resulting from the 
resolution of the contingency will be accounted for in accordance 
with the provisions of Section 7.(2) of the Sports Pool and Loto 
Canada Winding-Up Act (Note 2). 
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MARINE ATLANTIC INC. 
(CN MARINE INC.) 


MANDATE 


To acquire, establish, manage and operate a marine transportation service, a marine maintenance, repair and refit 
service, a marine construction business and any service or business related thereto. 


BACKGROUND 


The company provides marine ferry services to Atlantic Canada. It was a subsidiary of Canadian National Railway 
Company but the government directed it to act as though it is a parent Crown corporation, effective January 1, 1985. 
Legislation proclaimed on June 27, 1986 changed the name of the company to Marine Atlantic Inc., authorized 
transfer of ownership to Her Majesty and, upon proclamation, will add the company’s name to Part I of Schedule C 
of the Financial Administration Act. 


CORPORATION DATA 


HEAD OFFICE 100 Cameron Street 
Moncton, New Brunswick 
E1C SY6 
STATUS To be listed in Schedule C—Part 1 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS 1979, by the Canada Business Corporations Act 
OF INCORPORATION 
CHIEF EXECUTIVE R. J. Tingley 
OFFICER 
CHAIRMAN J. D. Wilson 
AUDITOR Peat, Marwick, Mitchell and Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 

At the end of the year 

SIOEQIENS SCS costo... a0. mn Ee OC ORO Be 8 ae 361 364 

DU Pa tiOns LOM C DELVAtC SCCLO Tamme Sener env Etrey : S70. ona cue oe Wee nil negl. 

Obligations 10,C anada....c.. arn oe enn ae od eS nil nil 

Eguityroin@a nad aopmmtrer sree entre maar MTT SF 8 ee eee Nat 284 283 
Cash from Canada in the year 

= DUC SOLAN Vere ea retake aly), a/c eee ee RE a decal el ti Fe Se oP 14] 161 


P= NONADUC SE EAT Vs aie rana 8 Ate ea ENP, ch GILT TRIM hice NT nil nil 
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MARINE ATLANTIC INC. (FORMERLY CN MARINE INC.) 
AUDITORS’ REPORT 


TO THE HONOURABLE D. MAZANKOWSKI 
MINISTER OF TRANSPORT 


We have examined the balance sheet of CN Marine Inc. as at 
December 31, 1985 and the statements of income and retained earn- 
ings and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration that have come to our notice in the course of our examination 
of the financial statements have, in all significant respects, been in 
accordance with Part XII of the Financial Administration Act and 
regulations, the charter and by-laws of the Corporation. 


The comparative figures are based on financial statements which 
were reported upon by other auditors. 


Peat, Marwick, Mitchell & Co. 
Chartered Accountants 


Moncton, Canada 
February 14, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 
(in thousands of dollars) 


ASSETS 1985 1984 LIABILITIES AND SHAREHOLDERS’ 1985 1984 
a aa EQUITY eee eT 


Current assets 


eh) Pre Thee. | 82 34 Svar me tabiiitics 


i Accounts payable and accruals.............:ccccccscesesseessertin 21,365 24,873 
ACCOUNTS TeCelVa Dlepra se een emer ete, tenet cin . : ; ’ 
Shipbuilding subsidies receivable ......0.0.0.0.0cccccceseeeeeees oe ase oa ee ete hee MRA Ra ita 2 
Rerveahiscrcn eee ee 9.521 12.645 ferred TEVEMUC cece ceeeeecesee st eseeeeeesetineeeetcnnsnenesssees 182 5 
Due fromiparenticompanve ee tees ree 31,232 36,465 CaUrreni poeta ot Fong tenn Beasts areata rors eae ae oe 
Inventory of fuel and supplies (Note 2) ik Seth 9,004 7,933 jhotalicurrentsliabilitiess ssc eee ee eee 31 ,068 37,581 
Preépaidtexpensesi#.a hrc, Wvtereene Seer a oe 1,339 1,249 Long-term accrued vessel refit COStS 0.0.2... cece 923 159 
Notal;currenteassets ee eee 64,198 69,398 Deferred income CAKES onan ese cscs escee tess cece eecneeennecentenneenneenaes 43,187 41,463 
ane erin ceceivablestinehedian ah peusdingteubseiedot —— Ree credits...2..2...- es encecceeetennnnnnnnennnnescecessseteseeesnonnnnaaessaes 1,605 is2 
SI 50021084 SOD) eek ee ae 1,718 1,481 FOVISIONELOn Personal in| Uny eee ce merntee te tees ee 975 941 
Long-term recoverable expenses...............c.ccccccccessessesesesseeeeees 923 159 SHAREHOLDERS’ EQUITY 
Fixediassets:(INOte.3) ee seaemertes. cc osc Ree mar eres 292,992 292,733 : 
Deferredichargesten srcsime ttc arte ee 1,623 719 pea : 
: Common shares without par value 
Authorized—Unlimited number; issued and fully paid 
SMOG Shar estate een ree here eyo ee ees 258,530 258,530 
Retainedicarnings:a oe emeene er oro) cree et eee 25,166 24,044 
srotalishareholdersxequitye 2.4 1ent-400e. ee eee eee 283,696 282,574 
Commitments and contingencies (Notes 7, 8 and 9) 
361,454 363,850 361,454 363,850 


See accompanying notes to financial statements. 
On behalf of the Board: 


J.D. WILSON 
Director 


RUPERT J. TINGLEY 
Director 
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MARINE ATLANTIC INC. (FORMERLY CN MARINE INC.)—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


STATEMENT OF INCOME AND RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1985 


(in thousands of dollars) 1. Significant accounting policies 


The accompanying financial statements are prepared by man- 


1985 1984 agement on the historical cost basis in accordance with account- 
ing principles generally accepted in Canada. A summary of sig- 
Revenue nificant accounting policies is set out below: 
OperationSet. 2 ORS LP, Mo. ee eae re 190,787 206,314 Inventory of fuel and supplies 
E ; 

Operctions ere ana 178,403 177,901 Inventories are valued at the lower of cost and replacement 
Depreciation atihamortization =). gesie sae. Pesaab 11,865 12,443 cost. Cost is determined on a weighted average basis. 
Interestionjlong-termidebty. gett. 2 eee 5) Fixed assets 

an sean Fixed assets are carried at cost less accumulated depreciation. 
Interestincomens were seit career. ete wre ec me eae DSioe ae o.023 Depreciation 
Income before provision for income taxes and extraordi- Depreciation is calculated at rates sufficient to write off proper- 
nary item... ie RNAS eet aie et er ac eee Rene Er ae 2 48k 3,392 18,988 ties over their estimated useful lives, generally ona straight-line 
Provision for income taxes—Deferred ..............c.ccccceceeceseceees 1,724 9,657 basis. Assets acquired from the Canadian National Railway Com- 
Income before extraordinary ICOM). fe, .5 25.7 eee: A 1,668 9,331 pany in 1979 are depreciated based upon the original cost to the 
Extraore nary item) (/Note:4)) : -seeaere At ee nee ore, 2,060 Ministry of Transport of $197.7 million. The rates for significant 
Net income for the VASE Ciecoteisnd toanbdacdenccndb aoscarneoEdanondttces on nabnonaa0e 1,668 ] 1,391 classes of assets are aS follows: 
Retained earnings, beginning of year as restated (Note 5). 24,044 18,183 
25,712 29,574 bee Ne 
He : > Terminal properties 2.5% 
UTES tinete 6) She eR Aa ead Nal) ee 546 = 5,530 Equipment 10%, 12.5% and 25% 
Retainedieamningsaend!ot yea tae sneer sees ene nee 25,166 24,044 RNA anes ae 
Shipbuilding subsidies 
S to) i otes to financial statements. : as ae , ; 
aca gaa mee Shipbuilding subsidies available on fixed assets acquired 
through long-term construction contracts are accrued on the per- 
centage of completion basis and applied to reduce the cost of 
YEAR ENDED DECEMBER 31, 1985 Deterrent nace: 
(in thousands of dollars) 8 
Deferred charges are accounted for at cost. 
ne eh Deferred credits 
The deferred credits representing investment tax credits refund- 
Enda eetvied able are accrued when the qualifying expenditures are made and 
incone beforeiextraordinary itemjees 1.7. 1,668 OF33i when there is reasonable assurance that the credits will be real- 
Add (deduct) items not requiring (providing) funds ized. 
Depreciation and amortization 0.0.0... ees 11,865 12,443 The amortization of deferred investment tax credits is cal- 
Deferred INCOME LAKES «esses ccseeeeccsertittteeeceeteesey 1,724 10,497 culated using the same method and rates as those used for the 
BrovisiontOnvesselinetits maaan mee ree aes 764 (628) fixed assetstio which they relate 
Provision for personal injury ...........0.0.0.0:ccccccceeeee 34 72 ¥ : y ‘ 
Net loss on disposal of fixed assets ..0...0.0.000:0005 127 Provision for personal injury 
Funds provided from operations ........... ee ee 16,182 31,175 The provision for personal injury reflects Provincial Workers’ 
aes bei Gakic tals cathe nty ws boy 2.060 Compensation Board estimates of the cost of long-term payments 

Tne egy eS 12,900 required for existing disability awards. 

IscuancerofecapitaliStocksae anime ea meene na aan re 18,200 Accrued vessel refit and vacation pay costs 

Becca eee ae ay ea oe au Accrued vessel refit and vacation pay costs are considered 

‘ rempsaelaes ae rrediteeee ae eat 473 1132 recoverable in the future through contracts with the Ministry of 

Decrease in deferred charges if eaten ardent 1,415 Transport. Accordingly, the company has recorded an equal 

Total funds provided ........cccsscccovsesssssssstsnsesssssessnsseevens 16,677 69,484 amount of recoverable expenses as an asset and as accrued con- 
tract revenue. 
Funds used Vessel spare parts 

SACU aisy ore TE SIRNAS 258 ee mee The company maintains spare parts for vessels in service. The 

Increase in long-term receivables ......:csceeoe 237 acquisition of spare parts is charged to operations in the period 

Dividends tere Aeon) Son eA AD 546 5,530 the purchase is made. 

Decreaseanilong-termideD tp. eee ete ete 58 

Increase in recoverable expenses..............:cc:cccecceeceeeeee 764 

motatifunds applicdwo vere. tes eee eee 15,364 49,132 
BICCeASe IM WOLKINg (Capital eee cee er tte emer eee 1,313 20,352 
Working capital, beginning of year... 31,817 11,465 
Bvorking’capitalnend'of VeaTinn eee eee 33,130 31,817 


See accompanying notes to financial statements. 
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MARINE ATLANTIC INC. (FORMERLY CN MARINE INC.)—Continued Fusf 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


Pensions 


As at December 31, 1985, substantially all employees of the 
company were covered for retirement benefits under the 1935 and 
1959 Pension Plans of Canadian National Railway Company. 
Current service costs are charged to operations as they accrue and 
past service costs are charged to operations in annual amounts 
covering principal and interest over varying periods to 2006. 

The funding payments are determined in accordance with the 
accrued benefit actuarial cost method. 

Effective January 1, 1986, the company will assume responsi- 
bility for these retirement benefits and the administration of the 
pension plan. Certain assets will be transferred from the pension 
plan of Canadian National Railway Company during 1986 and 
the estimates of the assumed pension liability will be actuarially 
determined at that time. 


. Inventory of fuel and supplies 


1985 1984 
(in thousands of 
dollars) 
Inventories consist of 
Fiute pes tee Sera acta te cee me te oN ae a 8,230 7,250 
SupplicSernscet cee oe Recook haere aoa Re 774 683 
9,004 7,933 
. Fixed assets 
1985 1984 
Accumulated 
depreciation Net Net 
and book book 
Cost amortization value value 


(in thousands of dollars) 


WieSSCIS nee eee ee 147,227 43,164 104,063 110,779 
Terminal properties....... 63,092 13,578 49,514 47,504 
Equipment@.c.... 25 10,381 6,621 3,760 3,599 

Leasehold improve- 
AONE pe Sang 483 108 375 489 
221,183 63,471 Sele O2.Si/i1 

Depreciation adjust- 
ment (NOt) 825 

Assets under construc- 
tion (Note 8).............. 135,280 135,280 129,537 


356,463 63,471 292199) meme 9257 33 


Included in assets under construction are payments and 
accounts payable to a shipbuilder which exceed the value of work 
completed as at December 31, 1985 by $4.8 million (1984—$31.6 
million). 

Shipbuilding subsidies applied to reduce the cost of assets under 
construction amount to $10.0 million (1984—$7.8 million). 


. Extraordinary item 


1985 1984 
(in thousands of 
dollars) 
Gain on disposal of ship, less applicable deferred 


income taxes of $840 thousand ..............ccccceeeeeeee 2,060 


Following the receipt by the company of net proceeds on dis- 
posal of the ship in the amount of $2.9 million, Transport Canada 
invoked Section 33(1) of the Tripartite Agreement dated May 9, 
1979. According to this Section of the Tripartite Agreement, 
Transport Canada has the right to claim, as an adjustment to con- 
tract payments in the year of occurrence, an amount equal to the 
proceeds on disposal of assets which it considers surplus to the 
company’s requirements. 

Accordingly, contract revenues for the year ended December 
31, 1984 were decreased by $2.9 million and accounts payable as 
at December 31, 1984 were increased by the same amount. 


. Restatement of retained earnings 


Excess depreciation expense recorded in years prior to 1984 has 
been restated to conform with company policy. The accumulated 
depreciation accounts have been reduced by $825 thousand with a 
corresponding increase recorded in retained earnings, net of 
deferred income taxes, of $420 thousand. 


. Dividends 


The company was required to have the approval of the Minister 
of Transport to declare dividends in excess of 45% of current 
earnings. The dividend paid in 1985 reflects the final dividend set- 
tlement paid to the Canadian National Railway Company com- 
puted in reference to 1984 (Note 11). 


. Operating leases 


The company makes use of property which is available through 
operating leases. The minimum lease payments are as follows: 


(in thousands 


NOS Ge sos cette rasan elec eae errs eto Ser ee R97 
DOS Tecnica odes cata eet ac e Ane eR aan al 795 
W988 oc. cscetenencsec cess teaveinss roe Deen Os loners: ae eres care 795 
DSO chee PRM cose seat. eon cav vs esa sok ay CEE 358 
VOTO erst ra ae ne Re eae era inn eee eRe ener c-Aeae ep mncere corde 343 
TESS eee ey fecer eer meen cre tere Mitel femme a ecceaem atc Shnnne See os 343 
Total/minimumileaseipaymentSn «1204.0 e ye ee 4,431 


. Major commitment 


The amount required to complete contracted fixed assets under 
construction is estimated to be $31.6 million. 


. Contingencies 


The company has received a claim of approximately $14 million 
plus interest from the builder of one of the company’s vessels. The 
company has filed a claim of approximately $14 million plus 
interest against the builder. The matter is in arbitration and the 
outcome of this matter cannot be determined at this time. The 
company is also in receipt of claims which have not yet reached 
litigation. The company’s estimate of total financial exposure for 
these items is $1.8 million, however any final determination is 
presently unknown. 


. Related party transactions 


The company provides marine ferry services under contractual 
arrangements with the Minister of Transport and with its parent 
company. The revenue derived from such services amounted to 
$141.1 million during 1985 (1984 — $161.3 million). Goods and 
services received from affiliated companies amounted to approxi- 
mately $14.6 million during 1985 (1984 — $18.7 million). 

Interest income received from the parent company amounted to 
$2.9 million during 1985 (1984 — $3.0 million). 
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MARINE ATLANTIC INC. (FORMERLY CN MARINE INC.)—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


11. Important event 


Under Orders In Council issued in December, 1984, control of 
the company passed to the Government of Canada on January 1, 
1985. Legislation has been introduced in 1985 to transfer owner- 
ship of the company from the Canadian National Railway Com- 
pany to the Government of Canada. Until such legislation is 
enacted, the Canadian National Railway Company is prohibited 
from exercising the rights of a controlling shareholder without the 
consent of the Minister of Transport. 


12. Income taxes 


Prior to 1985, the company’s income was reported for income 
tax purposes as part of the Canadian National Railway System. 
Due to the change in control mentioned in Note 11, the company 
is no longer required by the Canadian National Railway Com- 
pany to report as part of their system. The tax status of the com- 
pany after the proposed legislated change in ownership to the 
Government of Canada is presently undeterminable. 


13. Other 


Pursuant to an Order In Council issued in December 1985, the 
company has been authorized to acquire all of the issued and out- 
standing shares of Coastal Transport Limited on or before Janu- 
ary 1, 1987. 


14. Comparative figures 


Certain of the prior year’s figures have been restated to con- 
form with the current year’s presentation. 


ss SSS aaa 
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SUMMARY PAGE 


MINGAN ASSOCIATES LIMITED 


MANDATE 


To purchase land for eventual disposition. 


BACKGROUND 
Ownership of the company was purchased for Canada in 1983 to obtain the land and fishing rights it owns. Those are 


to be converted into (Indian) reserve property after which the company would be dissolved. First, however, a suit 
launched by the Province of Quebec asserting its prior rights to the land must be resolved. 


CORPORATION DATA 


HEAD OFFICE 10 Wellington Street 
18th Floor 
Les Terrasses de la Chaudiére 
Hull, P.Q. 
K1A 0H4 
STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Bill McKnight, P.C., M.P. 
DEPARTMENT Indian Affairs and Northern Development 
DATE AND MEANS OF Order in Council 1983-4029; a corporation under Part 1A of the 
INCORPORATION Quebec Companies Act. 
CHIEF EXECUTIVE Vacant 
OFFICER 
CHAIRMAN Vacant 
FINANCIAL SUMMARY This is not an operating company. Total assets have only nominal 


value. 


PUBLIC ACCOUNTS, 1985-86 261 


MINGAN ASSOCIATES, LTD. 


THE CORPORATION HAS NEGLIGIBLE ASSETS AND WAS INACTIVE 
DURING THE REPORT PERIOD 
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SUMMARY PAGE 


MONTREAL PORT CORPORATION 


MANDATE 


Administration, management and control of the Montreal harbour and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National 
Harbours Board. 


BACKGROUND 


The Montreal Port Corporation was established on July 1, 1983 pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. The Port of Montreal is the largest on the 
east coast of Canada and handles more diversified traffic than any of the other ports previously administered by the 
Canada Ports Corporation. The port handled 21.1 million tonnes of cargo in 1985 including 4.6 million tonnes of 
grain and 4.4 million tonnes of containerized cargo. 


CORPORATION DATA 


HEAD OFFICE Edifice du Port de Montréal 
Aile No. | 
Cité du Havre 
Montreal, P.Q. 


H3C 3RS5 
STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS OF July 1, 1983; letters patent of incorporation issued by the Minister of 
INCORPORATION Transport pursuant to subsection 6.2(1) of the Canada Ports 
Corporation Act. 
CHIEF EXECUTIVE Dominic J. Taddeo 
OFFICER 
CHAIRMAN Ronald Corey 
AUDITOR Samson Bélair 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


Six months ending 


1985 1984 December 31, 1983 
At the end of the period 
FOtal ASSCts re eee ske een acs vaceexnasteh nostic use aateanmas eee nes ater ae ee ere 225u 251.2 213.6 
Obligations to thesprivate Sector. ...5) 5:7. rs eee nil nil nil 
Obligations: to: @anada® 00. eta ee eee ee 141.1 141.4 141.9 
Bquity-Of Canad ances a cncsscg ts ctouy-sucidencdsoncse enter Meter cent eeeeneenee nna (233) (22.1) (48.9) 
Cash from Canada in the period 
ot DIA DOLAT Yc te scree seas ce ace tei sdubitaenbemece onan ee ene ee mae ee nil nil nil 
a= NON-DUCREtAT YS: feed aicsn ae ser eteacw oneal ee ae oe ee nil nil nil 


* Excludes $98.2 million in accrued interest owed to Canada. 
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MONTREAL PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the statements of income, deficit and changes in 
financial position of the Montréal Port Corporation for the fiscal year 
ended December 31, 1985 and its balance sheet at that date. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the results 
of operations and the changes in the financial position of the Corpora- 
tion for the year ended December 31, 1985 and its financial position at 
that date in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration that have come under our notice in the course of our examina- 
tion of the financial statements were, in all material respects, in 
accordance with the Financial Administration Act and regulations 
thereto, the charter and by-laws of the Corporation and any directive 
given to the Corporation. 


Samson Bélair 


Chartered Accountants 
Montréal, Canada 


February 19, 1986 


BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 


_ ASSETS 1985 1984 LIABILITIES 1985 1984 
Current Current 
 GESUR peed ccapai coset ye pe emer oye ream igen orca 298 644 Accounts payable and accrued liabilities (Note 6)........... 90227 9,277 
Mminvestments (Note 4) ii2.<cetsccetsesainsssgeegttscoqseceseevecheurveel 79,594 67,116 Grants in lieu of municipal taxes .........0..0cccccce cece 2,851 5,496 
: PNCCOUNLSIRCCELVA DICE. cept ce ce ik A eee 10,003 9,469 11,873 14,773 
MEE MIALETIAIS ANG SUPPIICS 2. gean meres es eerste sane aoa eae: 774 733 Tale sae 
90,669 77,962 
| Long-term 
| Accrbediemployeeibenehitsman seen eeeee ees 5,207 DIT) 
Long-term Ieoans:sfromi@anaday(INOted) renee ener reer 238,869 239,208 
ITVESEMIEN ES T(UNOLELA) teen ree cee ent ee ee 39,041 38,984 244,076 244,485 
IRECCIVADIE i ci) cc eren orice Matacic: ROMO Stee ae 552 578 SSS ee 
i. pe 78 13) 962 EQUITY OF CANADA 
BEREGrASSETS (IN OtC%S) i racciae tte scr ee cconnsis sees ee 123,433 119,626 
Contributedica pital. 80a neers Rec eee ete eee 19,243 = 19,243 
| DeficiE RA AME anwar Jeleecty 2 1006 4 (21,497) (41,351) 
(2,254) (22,108) 
253,695 237,150 253,695 237,150 


On behalf of the Board: 


'RONALD COREY 
| Chairman 


DOMINIC J. TADDEO 
|General Manager and Chief Executive Officer 
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MONTREAL PORT CORPORATION—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1985 1984 


Revenue from operations ..............ccccsseesesecteereeeteeeereteeseeceeanees 


Operating and administrative ExPeMses ............ eerie 37,345 35,829 


Depreciation senscecrec ss tetec re evecare teers yee eee 6,711 6,298 
Grants in liew of municipal taxes ......<......-:.-.cccccceesdeceettereneceees 3,914 4,287 

47,970 46,414 
INethincome fromloperationsy.cc.ccc eevsscsecns te weereceeseattecraeae ess 6,759 10,911 
Investment inCOnied. setenere eee ree ee Teen 12,006 10,232 


InterestiexpenSe eget eters cesta tenets aera eecerease rosaries $23 542 


11,483 9,690 
18,242 20,601 


Net income before unusual and extraordinary item................. 


Adjustment of grants in lieu of municipal taxes ..............:.-0+ 1,612 
Net income before extraordinary item ..............:cccsceeeeteeeee 19,854 20,601 
Net gain on disposal and devaluation of fixed assets ............... 6,205 


INet income fonitheny can enacsterre tee cere m ane recre eas 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1985 1984 


Balancejat bepinmin gears cs seca iacccs meta sun eran secstrscc naeerss 
INetiincomefonithesy atin esac ose erste sneer 19,854 26,806 


Balance-atithevendee ete tern cnt cee ee eon 21,497 41,351 


ET 


41,351 68,157 


545129) 51,325 


19,854 26,806 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1985 1984 
Operating activities 
Net income before extraordinary item ...........0....:ee 19,854 20,601 
Items not requiring an outlay of funds 
Depreciation. sce cccc isc ese torn cm teen rare 6,711 6,298 
Others 220g Peter. BISON Ie TEL Re, cetey (63) 592 
26,502 27,491 
Cash used by changes in other elements in working capi- 
tal (Note 3):eee. beeen s. ones. tie Boe (3,475) (2,606) 
23,027 24,885 
Financing activities 
Repayment of loans from Canada ................-:c eee (339) (319) 
Investing activities 
Disposal of long-term investments.............00:::ccee 275 
Acquisition of long-term investments...............:::csees (57) 
Receipt of long-term receivable ...............ccccceceteeeeeetenes 26 445 
Disposallofitixediassetsine peut rite, or eee 13,244 
ACGUISILION Olt XeCIASSetS eee ee reeeeerere ce nee ete (10,525) (23,705) 
(10,556) (9,741) 
Increaseninvcashtduningrthie yeatyenna sae aeer mere eter ater 12,132 14,825 
G@ashratibeginning re .c terse nesters eee ene eee 675160) 952,955 
Gash atiends.ccccc ni oeece ts ecrree rere ene ee een ee ree oe 79,892 67,760 
Cash 
Gash Oris. daaceee ence hate Mee nr nea ene ome eee 298 644 
Investments) (treasuny, Dill) leases sere eee eer eee 79,594 67,116 
79,892 67,760 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Status 


The Montréal Port Corporation (the Corporation) was incorpo- 
rated by letters patent in accordance with paragraph 6.2(1) of the 
Canada Ports Corporation Act on July 1, 1983. 

Following section 6.5 of the Canada Ports Corporation Act on 
the establishment of a local port corporation, all rights, obliga- 
tions and liabilities of the Corporation in relation to that harbour 
shall become rights, obligations and liabilities of the local port 
corporation, as it is for the Corporation. 


2. Significant accounting policies 


(a) Fixed assets and depreciation 


Fixed assets are recorded at original cost with related 
accumulated depreciation transferred from Canada Ports 
Corporation; subsequent acquisitions are recorded at cost. 
Depreciation on fixed assets is calculated according to the 
straight-line method for the full year, commencing with the 
year the asset becomes operational, using rates based on the 
estimated useful lives of the assets. 


(b) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the plan are 
required from both the employees and the Corporation. 
These contributions represent the total liability of the Corpo- 
ration and are recognized in the accounts on a current basis. 
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MONTREAL PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


(c) Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are based on estimated 
municipal assessments adjusted in accordance with the 
Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(d) Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave, sick 
leave and overtime compensatory leave, which are payable to 
its employees in subsequent years under its collective agree- 
ments, or in accordance with Corporation policy. 


3. Changes in elements in working capital 


1985 1984 
(in thousands 
of dollars) 
Increase (decrease) in accounts receivable................ccc00000. 534 (230) 
Increase (decrease) in materials and supplies ..................... 40 (63) 
Decrease in accounts payable and accrued liabilities ......... ZONES 55 
Decrease in grants in lieu of municipal taxes 0.00.0... 2,645 1,044 


3,475 2,606 


. Investments 


Funds are invested in Government of Canada direct securities 
and guaranteed by the Government of Canada which are shown at 
amortized cost, with premiums or discounts amortized over the 
periods to maturity. As at December 31, 1985, the market value 
of the short-term investments represents its amortized cost, and 
that of long-term investments is $43,881,239 ($37,694,896 in 
1984). 


. Fixed assets 


1985 1984 
Accu- 
Depre- mulated 
ciation depre- Net Net 
rates Cost ciation value value 
% (in thousands of dollars) 
and eens han 18,060 18,060 17,967 
Dredging.............. 2.5 15,325 11,538 3,787 4,052 
Berthing — struc- 
tines eee te. 2.5, 58,946 36,059 22,887 23,472 
Buildings.............. 2S 61,070 27,652 33,418 33,676 
Wreilittesiees 5 12,782 6,001 6,781 6,466 
Roads and_ sur- 
faces eee se 2.5-10 27,453 8,759 18,694 14,279 
Machinery and 
equipment........ 5-20 41,473 26,848 14,625 16,573 
Office furniture 
and equipment. 20 893 645 248 220 
236,002 117,502 118,500 116,705 
Projects under 
construction ..... 4,933 4,933 2,921 
240,935 117,502 123,433 119,626 


ee 


. Accounts payable and accrued liabilities 

Included in accounts payable and accrued liabilities are 
amounts for deferred revenues of $792,840 ($770,520 in 1984) 
and for the current portion of long-term liabilities of $339,365 
($319,403 in 1984). 
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7. Loans from Canada 
1985 1984 
(in thousands 
of dollars) 
Loans bearing interest at 6.25% with blended annual 
principal and interest repayment requirements 
of $842,561 and maturing in the year 2000 ......... 8,051 8,370 
| ESSA TRA OT ALOD os srnnces cestnessorisvicscereegaco-soeseanansones as 339 319 
DTN ee 8105) 


Non-interest bearing loans with indefinite due date ... 
Accrued interest on loans not due nor payable ............ 


132,995 132,995 
98,162 98,162 
238,869 239,208 


Principal repayment requirements over the next five years 
amount to: 


$ 
OS Osea st ik Oy a ee ark AO ed TR 339,365 
LO Sif deren ete eatin rh i MN oo Ele cho LR OEM wate Ee ea 360,576 
198 8 Rees Se eat ened Mi ean ete As ok ee te eB at 383,112 
O89 eco neat ee een oe en a OE 407,056 
1.990 eee taee sneer elie SA Tee SPL Cea recs ix eS apne MRA | 432,497 
. Contingencies 


Claims aggregating approximately $5,811,000 in respect of 
lawsuits, guarantees and damages allegedly suffered on the Cor- 
poration property and sundry other legal matters in dispute that 
have been made against the Corporation but are not reflected in 
the accounts. In the opinion of the Corporation, its position is 
defensible and the final outcome of such claims should not result 
in any material loss. 


. Capital expenditure commitments 


Contractual obligations for the completion, construction and 
purchase of fixed assets are estimated at $10,978,503. 


. Related party transactions 


In the ordinary course of business, the Corporation enters into 
transactions with related parties, including the Government of 
Canada, its agencies and other Crown corporations. 

The Corporation derives revenues from related parties princi- 
pally of grain warehousing and switching charges. The expenses 
paid to related parties are principally administration fees. 


. Subsequent events 


The Government of Canada has requested cash contributions 
from various Crown corporations. As part of this cash recovery 
exercise, there was a request for a contribution of $133,000,000 
from the Ports Canada system (made up of the Canada Ports 
Corporation and the six Local Port Corporations) of which 
$83,000,000 is payable by March 31, 1986, and $50,000,000 by 
June 30, 1986. 

The Board of Directors of the Corporation resolved at its meet- 
ing of February 19, 1986, to remit to the Government of Canada 
the sum of $33,018,000 representing the Corporation’s share of 
the requested contribution of $83,000,000 payable by March 31, 
1986. The Corporation’s share of the $50,000,000 payable by 
June 30, 1986 has not been considered by the Board. 

In 1986, these contributions will be charged to the contributed 
capital and/or to the non-interest bearing loans with indefinite due 
dates. 
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SUMMARY PAGE 


NATIONAL ARTS CENTRE CORPORATION 


MANDATE 

To operate and maintain the National Arts Centre; to develop the performing arts in the National Capital Region 
and to assist the Canada Council in the development of the performing arts elsewhere in Canada. 

BACKGROUND 

At its inception in 1969, the corporation was given the lease of the National Arts Centre complex without charge. 
The corporation’s operating losses are met with payments from Canada, plus some cash out of the corporation’s short 


term investments (balance at August 31, 1985 $8.1 million). The corporation is a charitable organization for the 
purposes of the Income Tax Act. 


CORPORATION DATA 


HEAD OFFICE Confederation Square 
Ottawa, Ontario 
K1P 5W1 
STATUS — exempt from the provisions of Divisions I to IV of Part XII of the 


Financial Administration Act 
— not an agent of Her Majesty 


APPROPRIATE MINISTER 


DEPARTMENT 


DATE AND MEANS 
OF INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


The Honourable Flora MacDonald, P.C., M.P. 
Communications 


1967, by The National Arts Centre Act, (R.S.C., 1970 C.N-8) 


Donald J.A. MacSween 


Pierre Boutin 


The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends August 31. 


At the end of the period 


STROtAWASSetSt sedeo8, Hie. zene 

Obligations to the private sector 

Obligationsto Canada. arcades 

BQuit year Canada cra ac.t tucker esc 
Cash from Canada in the period 

= RECAT Wie we hed ceca ee 

= NON DUGICEALY ican cay aes aerientncc 2A. 


1984-85 1983-84 1982-83 


(restated) 
RA, DON PN Sooo ses EEE 14.7 14.1 B56 
FE SEL OF WOVRRE SOON sos anda seee 2.8 2.0 (hes) 
Suihjutedec Get eameee ene eee nil 0.1 0.2 
sienna tacahed Pee tia esta eee ee eee negl (0.4) 1.0 
ee ee 15.3 1525 15.3 
RT eT eM UT wth ke nil nil nil 
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NATIONAL ARTS CENTRE CORPORATION 
AUDITOR’S REPORT 


MR. PIERRE BOUTIN 
CHAIRMAN OF THE BOARD OF TRUSTEES 
NATIONAL ARTS CENTRE CORPORATION 


I have examined the balance sheet of the National Arts Centre Cor- 
poration as at August 31, 1985 and the statements of revenue and 
expenses, operating surplus and changes in financial position for the 
year then ended. My examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at August 31, 1985 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Kenneth M. Dye, F.C.A. 

Auditor General of Canada 
Ottawa, Canada 
October 25, 1985 


BALANCE SHEET AS AT AUGUST 31, 1985 
a6e6—ea“<_3_06—ORO0aO909nmn9moO9ma99a9@$#y€Tw0oO9@q#éyéo#“aDm®=gq#wqsOmOqoOooODooeoeql‘leoleoooS So =x: eee 


ASSETS 1985 1984 LIABILITIES 1985 1984 
$ $ $ $ 

Current Current 

(CEC) Rt fai eS Ss ee a ee ae 184,995 Bankoverdra ft. ee) areere aera ee ae ee 136,501 

SHontstenmunvestinentsomae ee eee, anes 8,057,641 8,766,206 Accounts payable and accrued liabilities 

m~ccountsimeceivable; (Notes) ja eee eee 1,223,105 683,343 (Notez iL ae eee ee 2,142,018 2,208 668 

AnVentonicsi(INOte/4)) a1 een eee en en nen 366,999 438,106 Deferred revenue (Note!) te ee eee 2,814,871 2,045,422 

Costs of programmes in progress .............:ccccc0000 952,794 411,123 Current portion of long-term obligation........... 67,092 64,008 

Brepaidiexpensesi(INote 5) nase 697,000 262,041 Deferred parliamentary appropriations 

11,297,539 10,745,814 Operating) (Note) eestor eee 8,501,500 8,652,000 

mired absets(Notei6) 6 temennqrts eth ewes 6. ays? 3,378,779 3,367,780 Extraordinary building repairs (Note 10) .... 611,463 1,100,358 


14,273,445 14,070,456 
Long-term obligation under capital lease 


(NOCH Rien eee eet act an ete ce 67,092 
Provision for employee termination benefits ........ 394,495 357,812 
394,495 424,904 


14,667,940 14,495,360 
EQUITY (DEFICIENCY) OF CANADA 


Surplusi(deficit) kyon ae, seer ee 8,378 (381,766) 
14,676,318 14,113,594 14,676,318 14,113,594 


te Ea a a Se re eee ee 
Approved by Management: 


D.J.A. MACSWEEN 
Director General 


R.D. BLACKBURN 
Assistant Director General 
Finance and Administration 


Approved by the Board of Trustees: 


J. PIERRE BOUTIN 
Chairman 


THOMAS C. ASSALY 
Vice-Chairman 
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NATIONAL ARTS CENTRE CORPORATION—Continued Mg 

STATEMENT OF REVENUE AND EXPENSES STATEMENT OF CHANGES IN FINANCIAL POSITION | 

FOR THE YEAR ENDED AUGUST 31, 1985 FOR THE YEAR ENDED AUGUST 31, 1985 | 

| 
1985 1984 1985 1984 
$ $ $ $ 

Operating revenue Source of funds 
Performing arts programmes (Schedule 1).......... 6,971,740 6,617,050 Parliamentary appropriations 
Restaurants(Schedulew)) acc 2. eae tee 2,794,280 2,657,076 Operating eae. OF A Ee Se aes 14,824,500 14,595,700 
Garage (Schedulets) meen etree cere 1,614,389 1,288,157 Extraordinary building repairs .............0.0.0... 488,895 915,344 
Rental Sates etd oe seco renee mere 244,776 254,543 Interest on short-term investments and 
Boutiquen(Sched ule )\eeyc.-ae ee pee tte 97,614 55,741 regional municipal grant ..............-....:..---.--.- 694,220 911,054 
Otheniee ern tes een cree Mer pares 751,486 758,563 Proceeds from disposal of fixed assets .............. 10,600 

12,474,285 11,631,130 16,018,215 16,422,098 

Operating expenses 

Performing arts programmes (Schedule 1) Application of funds 

Direct OPETAtiNGY COSES oo... seeeseeeeeeeeereeee 13,036,840 14,130,270 Excess of operating expenses over operating 

Support SErViCES.........0-sss sess sessseersersnsseerssse 3,193,552 3,176,217 revented.. eet SUINe CAS OMe OF 15,128,576 16,862,069 
Restaurants) (Schedules) pesca 2,582,893 2,736,360 Items not requiring an outlay of funds 
Garage (Schedule 3) seseessenneencencencnecaceccenneneceneenesety 401,455 442,129 Loss on disposal of fixed assets ...........c:000000- (1,112) 
Operation of the buildings (Schedule 4) ............. 4,433,117 4,255,475 Increase in the provision for employee ter- 
Administrative services (Schedule 5) ................4. 3,854,112 3,654,809 MIAATIONIDEN crits ere eee nee (36,683) (60,447) || 
Boutique (Schedule 7) 0.0.0... eee 100,892 97,939 Depreciation and amortization................4 (679,878) (540,025) 

27,602,861 28,493,199 Funds applied to operations ..........0.....ceeee 14,410,903 16,261,597 

Excess of operating expenses over operating reve- Additions tojfixed assets se.sveee eee ree 702,589 2,005,553 

TRUCE gcse creer, cate sate acme te pene TE tee Siete rons 15,128,576 16,862,069 Extraordinary building repairs .......0.0.0....0.005 488,895 915,344 
Decrease in long-term obligation under capi- 

Other inconie talilease vA treet te ent ee ee 67,092 64,008 
Interest on short-term investments ..................0.... 436,970 666,054 15,669,479 19,246,502 
Regionalimunicipaliprantesssse yet 257,250 245,000 Increase (decrease) in working capital ................. 348,736 (2,824,404) | 

694,220 911,054 Working capital deficiency at beginning of the | 

Excess of expenses Over FeVenUC ...cscccssseystsecesseneee 14,434,356 15,951,015 VCATBS si ecss cosets ite ae ns ceo (3,324,642) (500,238) 

eT Working capital deficiency at end of the year...... (2,975,906) (3,324,642) | 

STATEMENT OF OPERATING SURPLUS NOTES TO FINANCIAL STATEMENTS 

FOR THE YEAR ENDED AUGUST 31, 1985 AUGUST 31, 1985 

1. Objectives and operations 

1985 1984 The objectives of the Corporation are: to operate and maintain 
$ $ the National Arts Centre; to develop the performing arts in the | 

(Deficit) surplus at beginning of the year... (381,766) 973,549 National Capital Region; and to assist the Canada Council in the 

Excess of expenses over revenue .............0cceeee (14,434,356) (15,951,015) development of the performing arts elsewhere in Canada. 

(14,816,122) (14,977,466) In furtherance of its objectives, the Corporation may arrange | 

Parliamentary appropriation—Operating ........... 14,824,500 14,595,700 for and Sponsor performing arts activities at the Centre; encours 
Surplus (deficit) at end of the year .o..ccccccccssesee “> 78.378) mh) wG8iJa6) age and assist in the development of performing arts companies | 


resident at the Centre; arrange for or sponsor radio and television | 
broadcasts and the showing of films in the Centre; provide accom- | 
modation at the Centre, on such terms and conditions as the Cor- | 
poration may fix, for national and local organizations whose | 
objects include the development and encouragement of the per- | 
forming arts in Canada; and, at the request of the Government of | 
Canada or the Canada Council, arrange for performances else- 
where in Canada by performing arts companies, whether resident | 
or non-resident in Canada, and arrange for performances outside | 
Canada by performing arts companies resident in Canada. 

With a view to achieving the objectives, Her Majesty demised 
and leased the National Arts Centre building complex to the Cor- | 
poration for a period of twenty years, expiring May 31, 1989. 
Under the terms of the lease, the Corporation is responsible for | 
maintenance and operation of the building complex, but is not | 
required to pay for the use of the complex. 
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NATIONAL ARTS CENTRE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1985—Continued 


2. Significant accounting policies 


(a) Basis of accounting 


(b) 


(c) 


(d 


(e 


— 


) 


(f) 


(g 


(h 


) 


— 


The accounts of the Corporation are maintained on an 
accrual basis. 


Short-term investments 


Short-term investments are carried at cost which approxi- 
mates market value. 


Grants 


Grants are recorded as revenue in the year in which the gran- 
tors make firm commitments to the Corporation. 


Costs of programmes in progress 


Direct costs, including advances to performing companies 
and artists, incurred prior to the end of the year for pro- 
grammes in progress are deferred and charged to expense in 
the year in which the programmes terminate. Indirect costs 
and common services not attributable to particular perform- 
ances are charged to expense in the year in which they are 
incurred. 


Inventories 


Inventories are valued at the lower of cost and net realizable 
value (food, beverages and boutique materials) or replace- 
ment cost (production materials). 


Fixed assets 


Fixed assets used in the operations, other than the NAC 
complex, are recorded at cost. Depreciation and amortization 
are calculated on the straight-line method, as follows: 


Buiiding—! Atelier 
Equipment 
Leasehold improvements 


20 years 
5 and 7 years 
4 and 10 years 


Gains and losses on disposals of fixed assets are credited or 
charged to operations. 


Cost of uncompleted capital projects are transferred to the 
appropriate fixed asset classification upon completion, and 
are then depreciated or amortized according to the Corpora- 
tion’s policy. 

Extraordinary repairs to the NAC building complex are 
deducted from the parliamentary appropriation received for 
that purpose and are neither capitalized nor expensed. 


Deferred revenue 


Revenue from tickets sold prior to the end of the year for pro- 
grammes in progress is deferred and credited to revenue in 
the year in which the programmes terminate. Gift certificates 
and exchange vouchers not redeemed within three years of 
the year of their issuance are written off and credited to reve- 
nue. A percentage of those less than three years old is also 
credited to revenue. 


Capital lease 


The equipment and related obligation for capital lease are 
recorded at an amount equal to the present value of future 
lease payments. Equipment recorded under capital lease is 
amortized on a straight-line method using the Corporation’s 
policy on fixed assets. Obligation under capital lease is 
reduced by rental payments net of imputed interest. 


(i) 


G 


a 


(k) 


(I) 


269 


Operating expenses 


Expenses of performing arts programmes do not include costs 
relating to building and equipment maintenance, utilities, 
administrative services, furniture and equipment. Expenses of 
restaurants, garage and boutique do not include costs relating 
to utilities, administrative services and building maintenance. 
These costs are disclosed respectively as operation of the 
buildings expenses and administrative services. 


Pension plan 


Employees of the Corporation participate in the Public Ser- 
vice Superannuation plan, administered by the Government 
of Canada. Contributions to the plan are required by both 
the employees and the Corporation. These contributions 
represent the Corporation’s total obligation and are recorded 
as they become due. 


Employee termination benefits 


Employees of the Corporation are entitled to specified ben- 
efits on termination as provided for under labour contracts 
and conditions of employment. The liability for these benefits 
is recorded in the accounts as the benefits accrue to the 
employees under the respective terms of employment. 


Parliamentary appropriations 


The parliamentary appropriation for operations, received 
during the year ended August 31, is in respect of the Govern- 
ment of Canada’s fiscal year ending on March 31 of the fol- 
lowing year. Accordingly, as the amount received up to 
August 31 represents the total appropriation, 7/12ths is 
deferred to the following year and the balance, along with the 
amount deferred from the previous year, is credited to Oper- 
ating Surplus. 


The parliamentary appropriation received for extraordinary 
building repairs is deferred until used. An amount equal to 
the repairs incurred during the year is deducted from the 
deferred parliamentary appropriation—extraordinary build- 
ing repairs. Should the total cost of the repairs be less than 
the amount received, the balance will be returned to the Con- 
solidated Revenue Fund. 


3. Accounts receivable 


1985 1984 
$ $ 
Customers caccOuntS sats eee ee eee 851,907 $10,162 
Allowance tor badidebisn. ee (8,009) (39,394) 
843,898 470,768 
Grants cece ee ee ee 128,625 66,227 
Loans to musicians—Purchase of instruments.. 108,021 61,250 
ACCTUCCINtCKeSt eer ee ener ee none 90,280 65,392 
Other: 25-2 r8 eee ee et $2,281 19,706 
1,223,105 683,343 
4. Inventories 
1985 1984 
$ $ 
PrOCuUCHIOMIMAtCKIAlSan te ete ee cay eee 225,213 302,819 
Food, beverages and tObaCCOlr..2yir deters ecs ees 120,073 125,469 
Boutiqueseecte tee ee oa ae Late eet, 2713: 9,818 


366,999 438,106 
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NATIONAL ARTS CENTRE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1985—Concluded 


5. Prepaid expenses 


1985 1984 
$ $ 
Salaries for musicians OM tOUL.............00-..0...-cs0ee ee 226,561 
SUppliestere yearns ieee re te eer are cert mete 143,007 165,595 
Travel expenses for musicians and artists on tour... 126,772 
Commissions...26 Ai eas. OSE, BUSS 87,430 
Souvenirs and other items tas: '-o-scee- cere ecasteteoes 34,517 30,313 
Miscellaneous hetero etapa 78,713 66,133 


697,000 262,041 


6. Fixed assets 


1985 1984 
Accu- 
mulated Net Net 
deprecia- book book 
Cost tion value value 
$ $ $ $ 
Wand meester non 90,000 90,000 90,000 
Building—l’Atelier.... 298,069 58,975 239,094 253,997 
Equipments... 3,210,843 1,390,331 1,820,512 1,496,205 
Equipment under 
capital lease ........... 302,025 238,590 63,435 111,153 
Leasehold improve- 
TENS corer tee caer 1,685,646 546,347 1,139,299 1,111,650 
Uncompleted capital 
PROjeCtS 2 eee en 26,439 26,439 304,775 


5,613,022 2,234,243 3,378,779 3,367,780 


ed 
oO FFFN=SOeqe=q®@Qaaaaaaaaaaaeeee 


7. Accounts payable and accrued liabilities 


1985 1984 
$ $ 
rade 2, ee sees ee ER Lee ree STR 1,075,935 1,207,652 
Accrued salaries and annual leave.................06. 592,369 524,121 
Payroll deductions and sales tax... ces 463,038 460,283 
HoldbacksronicontractSi se cae eases 10,676 16,612 


2,142,018 2,208,668 


8. Deferred revenue 
1985 1984 


Tickets sold prior to the end of the year for 
PLOMTAMMeESIN PrOSLESS ease aw. ee reas 
Unredeemed gift certificates and other.............. 


2,675,763 1,916,309 
139,108 PB) vUI3} 


2,814,871 2,045,422 


9. Parliamentary appropriation—Operating 


1985 1984 
$ $ 
Deferred from the previous year .... 8,652,000 8,415,700 
Received during the year ................ 14,674,000 14,832,000 
Credited to Operating Surplus....... (14,824,500) (14,595,700) 
Deferred to the following year........ 8,501,500 8,652,000 


Of the amount received during the year, $100,000 pertained to 
the Ontario Bicentennial celebrations and was expended for that 
purpose. 


10. Parliamentary appropriation—Extraordinary building repairs 


1985 1984 
$ $ 
Deferred from the previous year.................. 1,100,358 2,015,702 
Expenseswontnesyeataniee een ree (488,895) (915,344) 
Deferred to the following year ................... 611,463 1,100,358 


11. Obligation under capital lease 
The future minimum lease payments under capital lease are as 


follows: 
1985 1984 
Year ending $ $ 
August 31 

[ICRI A Be cell Sat sie neha me ai ein ana eacc nh hae 83,070 

(RST: {0\ aie Cab ss Aa ee a se Be ae 713,307) 7135367 
Total future minimum lease payments...................... 73,367 156,437 
Less: amount representing interest .......0.0...0.cee 6,275 25,337 


67,092 131,100 
67,092 64,008 


67,092 


Present value of obligation under capital lease ........ 
Lesscurrent: portionietes.cntcscttrinse- it. Ptotnene 


Long-term obligation under capital lease ................. 


The capital lease was recorded at an amount equal to the — 
present value of the minimum lease payments using an implicit — 
lease interest rate of 16%. This obligation expires in 1986. 


12. Commitments 


As at August 31, 1985, commitments for operating leases and 
box office management services, with terms of more than one — 
year, amounted to $1,658,859. Future minimum payments under — 
these arrangements are payable as follows: 


Year ending 


August 31 $ 
TREY ieee: es me aces) uA coir cael Meee as Se teh 511,245 
hod pce ARR SE eR a en RR es Aare 326,762 
1988.75 irs OR a Ee 235,852 
1989.2 ee ee ee 0 ree See Ee 115,000 
hod: | Ue enn tthe er cc Hea Maeiey ae are eencentos peoridcec coe 115,000 
199 Ui See ae OR Ree Re nae eerie, Ae nee oer rae foe 165,000 
[Oe ee re ee cee ee ory ance RE seen ect nas 190,000 

1,658,859 


13. Related party transactions 


In addition to the rental of the NAC complex, provided free of 
charge, the Corporation receives audit services without charge 
from the Office of the Auditor General of Canada. 


During the year, in the normal course of business, the Corpora- 
tion made payments totalling $514,511 (1984 — $495,000) to the | 
Department of Public Works for utility services and $84,378 | 
(1984 — $102,122) to the National Capital Commission for 
ground maintenance and snow removal. 


14. Comparative figures 


Certain figures for the year ended August 31, 1984 have been 
reclassified to conform to the presentation adopted for the year 
ended August 31, 1985. 
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NATIONAL ARTS CENTRE CORPORATION—Continued 
SCHEDULE OF REVENUE AND EXPENSES—PERFORMING ARTS PROGRAMMES 


FOR THE YEAR ENDED AUGUST 31, 1985 SCHEDULE 1 
a OCC EEE—EE—— EE 
Dance and Variety Music Theatre Total 
1985 1984 1985 1984 1985 1984 1985 1984 
$ $ $ $ $ $ $ $ 
Revenue 
BOXx:Ol fi Cee ere eee tent enh MN cs: 3,337,033 3,142,590 1,203,342 1,466,499 1,412,844 1,458,078 5,953,219 6,067,167 
Speciticiorantswee en Wen. eek es 300 7,800 2,000 300 9,800 
Recovery.of Costs, c2s66.1. enn ROO ae oes. 8 15,163 70,948 420,985 187,772 305,525 64,740 741,673 323,460 
Other ine Dae Cele te. 8 yrs: 748 263,461 198,805 13,087 17,070 276,548 216,623 
————— Oa NL OH 
3,352,196 3,214,286 1,888,088 1,860,876 1,731,456 1,541,888 6,971,740 6,617,050 
I a A ORT RMS I) SOUT 
Expenses 
Direct 
Talent, performers and musicians ................0.000.-. 2 SITES 2,669,679 3,531,459 3,512,751 1,213,848 1,348,440 7,342,842 7,530,870 
Set, prop, sound and stage crew ...........ececececeseeses $37,061 609,053 325,514 410,829 1,240,140 1,493,308 2,102,715 2,513,190 
Wiard rODCbremcere ae meet eet aa: 778 16 57,046 195,244 121,408 196,022 178,470 
Artistic, creative and professional services.......... 7,559 40,926 41,356 53,697 229,593 336,939 278,508 431,562 
Theatre and other production .........0.c.ccccccccceceees 188,213 155,362 164,682 132,809 232,640 211,634 585,535 499,805 
3,331,146 3,475,036 4,063,011 4,167,132 3,111,465 3,511,729 10,505,622 11,153,897 
one a een ee 
Advertising 
PerlOnman Ces mecns wren axe 98 seer en ors 263,397 504,851 196,199 253,074 210,625 295,592 670,221 1,053,517 
SUDSCHIDUONS wermerctwin cee eh earth, tees 54,889 43,829 240,374 216,832 207,929 189,609 503,192 450,270 
318,286 548,680 436,573 469,906 418,554 485,201 1,173,413 1,503,787 
Administration (Schedule 6) ..............ccccccccscesseeeceee 305,107 323,400 493,300 467,124 559,398 682,062 1,357,805 1,472,586 
Direchoperating:costseamess en ae er eene ee een 3,954,539 4,347,116 4,992,884 5,104,162 4,089,417 4,678,992 13,036,840 14,130,270 
I SEI a EA at UREN Menace) 
Excess of expenses over revenue before unallocated 
COS US Eerie eee cere ec cae eae natetecs eet 602,343 1,132,830 3,104,796 3,243,286 2,357,961 3,137,104 6,065,100 7,513,220 
I EA BE Se eA RUC 
Support services (Schedule 6) o.........ccccccccccsesesssseseecesees BS 193,95 20 Salou, 
| Excess of expenses over revenue ............ccccccscscesseseseeeees 9,258,652 10,689,437 
SCHEDULE OF REVENUE AND EXPENSES— SCHEDULE OF REVENUE AND EXPENSES— 
| RESTAURANTS GARAGE 
- FOR THE YEAR ENDED AUGUST 31, 1985 SCHEDULE 2 FOR THE YEAR ENDED AUGUST 31, 1985 SCHEDULE 3 
1985 1984 pel98S eee 198 4a 
| $ $ $ $ 
. Revenue Revenue 
BOO Bert soccer an ecre LTee OP 1,529,787 1,473,339 Parking sh ihccc ee ee ee enna 1,614,019 1,284,320 
BBBCV CTA LES cic ANN en See OMe 8 1,207,066 1,150,710 Other ners oo aan ee ree eet aOR Oe A 370 3,837 
so bacconc sa. Ao. ie ee BS) 13,962 11,290 1,614,389 1,288,157 
(QUST: 5 Air tegeeanteee hay eenecetay one resmen ene eee 43,465 21,737 : 
| 2,794,280 2,657,076 
| —. Expenses 
| Expenses Salaries, wages and employee benefits .............0.......... 359,641 353,717 
| Cost of raw material sold Supplies eRe aiwnd as eonaiinte a naisie aha creed einai sae tee Cea ean ce eae 30,874 25,416 
Foode et ee eee A em 571,202 610,933 Depreciation and amortization 0.0... cece 6,662 5,055 
Beverages iret errr to: 374,714 378,787 ACAVORtISIN GR Pees Ni dari nett Smee 205 elle ec 1,799 7,714 
TODA CCO Men ant h sath Ae mee RE te 12,533 12,965 Repairs and maintenance .........0.0..0.cccccece eee 1,703 43,818 
i ar CORA GMENIN ID IZ OCU Furnitore and equipment tse semen ie ere eas 4,594 
F STEEL EEETEe Others. A ee 7116 __1,815 
| TOSSHIMANS I eeceternes, oes, eccreee Serre ree rt 835, 654, 401.455 442,129 
__ General and administration Excess of revenue over Expenses .........cccccccscceccesseeseeseessee 1,212,934 846,028 
} Salaries, wages and employee benefits ............. 1,137,921 1,331,419 
Supplies and equipment rental... 204,480 199,495 
Repairs and maintenance ..............:cccceseceeee 75,051 35,545 
| Depreciation and amortization ...........0.0.ccc00 65,719 $2,599 
j Advertising and promotion ..............0ccccccccceee. 56,669 18,814 
{ Furniture and equipment...............c:ccccccceeeee 19,479 29,559 
| Music and entertainment..................cccc.ccccse00-0.0 18,180 DY psy 
i Creditcands:commisSion.atie.--<.scseee eee 17,962 21,096 
‘ GA Ve linea ce eG iat Seca ee Ce 5,909 3,016 
Brofessionalservicesis en eee 5,818 6,558 
Otheriece rer neta ents fe eee cos eee 17,256 14,322 
1,624,444 1,733,675 
Motaliexpensesy arcewee cack gstei eae ee 2,582,893 2,736,360 


Excess of revenue over expenses (expenses over 
REVENUE); Sot comatose, Gt ee ee 211,387 (79,284) 
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NATIONAL ARTS CENTRE CORPORATION—Concluded 


SCHEDULE OF EXPENSES— 
OPERATION OF THE BUILDINGS 
FOR THE YEAR ENDED AUGUST 31, 1985 


Salaries, wages and employee benefits....................0005 
Repairs and maintenance to buildings and equipment .. 
LON SCE ee ee a SR ech 4 lh eres 
Depreciation and amortization 0.00.00... 
Professional services and expenses..............0..cccccceee 
Rurniturerand’ equipments cees retort reese 
Eaundryand dry cleaninge.. eset east epee 
ibravielandidutyiententaimmen Geese rere ets 
Officerexpenses tenses oat teens me era oe 
Wrifonmsd oe 5 i Stee oe cee BS, Re Ate 


SCHEDULE OF EXPENSES— 
ADMINISTRATIVE SERVICES 
FOR THE YEAR ENDED AUGUST 31, 1985 


Salaries, wages and employee benefits .........0.0..0.0..0.0.000.. 
Offfiicevex penSesrimerreteme tet oo. cytes ner cteestcoveeossceceseunt = 
OPCe Ten time ere: oc mene neti ol el neat 
Professional services and ExpeMseS............0.0.cccccceeeeceeee 
Insuranceee crate eee tre, eee en ee 9 
Repainsyandimaintenance sec: sta sre en cnn nena 
iinusteesint cestanGrexpenSesparesn are eae 
Mravelandidutyententainmentry sec nee eee 
AGvertising:and) promovuon essen eee 
DEST iy us ccice tee dete ah renee OT aU es IRR SEY By 
OU ere oie erase oe ee rete oh Mah anne 


SCHEDULE 4 
paca ential 2 
$ $ 

1,632,909 1,596,799 
1,048,002 923,136 
975,576 970,970 
604,820 480,721 
86,040 129,134 
36,250 99,762 
23,474 18,513 
6,817 6,547 
4,588 3,930 
1,201 12,117 
13,440 13,846 


4,433,117 4,255,475 


SCHEDULE 5 


1985 1984 


$ $ 
2,878,863 2,534,668 


227,110 307,733 
155,005 152,435 
147,914 209,913 
118,136 70,116 
68,448 71,884 
54,662 19,198 
52,027 64,391 
46,749 54,485 
33,323 96,796 
15,744 26,439 
S635 46,751 


3,854,112 3,654,809 


SCHEDULE OF EXPENSES 
PERFORMING ARTS PROGRAMMES— 
ADMINISTRATION AND SUPPORT SERVICES 


FOR THE YEAR ENDED AUGUST 31, 1985 SCHEDULE 6 


Administration Support Services 
1985 1984 1985 1984 
$ $ $ $ 
Salaries, wages and 

employee benefits............ 1,193,661 1,280,888 2,036,219 2,027,075 
Travel and duty entertain- 

Menthe chet Ae Oden, 110,627 123,399 33,745 36,907 
Office expenses tes 19,913 17,459 214,616 283,994 
Professional services and 

EXPENSES sear, fe se 14,994 10,422 91,529 73,647 
Advertising and promotion 397,649 430,339 
Commissions and _ service 

Char Qesies erent cece: es.: 203,843 98,691 
Warehouse rent................... 140,356 132,202 
Interest on obligation 

under capital lease .......... 19,062 27,187 
Other. Fle ftv) Senet 18,610 40,418 56,533 66,175 

1,357,805 1,472,586 3,193,552 3,176,217 
SCHEDULE OF REVENUE AND EXPENSES— 
BOUTIQUE 
FOR THE YEAR ENDED AUGUST 31, 1985 SCHEDULE 7 

1985 1984 
(12 months) (10 months) 
$ $ 

Revenue 

Saleswes: S 4h eeu DANES ORR bar Bae ee 97,614 55,741 
Expenses 

GCostrafizoodsisold eeewnrserernte ce rr $1,217 34,616 

GrOSSIMALRING © owen ss ee asc arene eR eae 46,397 213125 

General and administration 

Salaries, wages and employee benefits ............. 39,719 44,117 
AMOLOLZA TION same, tee Oe ere eo es 2,677 1,650 | 
AGVentisingtandidisplay ares es enenen eee 2,602 5,279 | 
Tena yey rete sia Ste teh ea ee ee 1,276 1,716 
Supplies and equipment rental ............0..0.00..0. 638 3,846 
Furnitureandequipment:....-.. 4,450 
LOTT oj Bee Re oh LNORIN, ete ee re hd 2,763 2,265 
49,675 63,323 

otaliexpensesiameas sce Sn ea ene 100,892 97,939 

Excessiofiexpensesioverm revenues nen eats ne 3,278 42,198 
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SUMMARY PAGE 


NATIONAL CAPITAL COMMISSION 


~ MANDATE 


To prepare plans for and assist in the development, conservation and improvement of the National Capital Region. 


BACKGROUND 


Funding from Canada to the Commission is usually budgetary funding. The Commission’s own revenues meet about 
15 per cent of its operating expenses. 


~ CORPORATION DATA 


HEAD OFFICE 161 Laurier Avenue West 
14th Floor 
Ottawa, Ontario 
K1P 6J6 
_ STATUS — Schedule C, Part I 
| — an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Stewart McInnes, P.C., M.P. 
DEPARTMENT Public Works 
DATE AND MEANS National Capital Act 1958 (R.S.C. 1970, C. N-3). Canada has 
OF INCORPORATION owned this corporation since 1899 with the creation then of the 


Ottawa Improvement Commission (1899-1927) succeeded by the 
Federal District Commission (1927-1958). 


CHIEF EXECUTIVE Jean Pigott 
OFFICER AND CHAIRMAN 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 


(restated) 
At the end of the period 
BOUAIPASSCS 5 anc emcee tc hes bac scharses Sims ee Ramnee ean eee she 306.5 332.8 411.6 389.3 
Obligations.to the privatesect On iatenss-crcetes Beceests.e-s--<o-anuice nil nil nil nil 
Obligations to‘ Canad acs seriaces pe Ol. SR URE i) sent nil 268 oa! 314 
Eqiiityaoin ana a ere cr mre rcsc cers Peat ee ar rere aderes a: 284.4 281.4 344.5 330.1 
Cash from Canada in the period 
ES DUCRELALY ve.ycxs team iee coao errar nce nee organ 13.425 97.1 86.6 82.2 
eee OM SEL OCCALY ttre ne no ere ce ere i acl oaks nil nil nil nil 


*The data series on Total Assets and on Equity reflect NCC’s change in accounting practice by recording 
depreciation; this change has lowered the book value of much of its assets from “historic cost” value to “net of 
depreciation” value. 

** Net of sales proceeds and surplus (together, $7.6 million) which were paid to Canada. 
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NATIONAL CAPITAL COMMISSION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL STATE- 
MENTS 


The accompanying financial statements of the National Capital 
Commission are the responsibility of management and have been 
approved by members of the Commission. The financial statements 
have been prepared by management in accordance with generally 
accepted accounting principles. 


Management has developed and maintains books of account, 
records, financial and management controls and information systems. 
These are designed to provide reasonable assurance that assets are 
safeguarded and controlled and that transactions are in accordance 
with the Financial Administration Act and regulations as well as the 
National Capital Act and By-Laws of the Commission. Internal audits 
are conducted to assess these systems and practices. 


The members of the Commission carry out their responsibilities for 
the financial statements principally through an Audit Committee 
which consists of members of the Commission only. The Audit Com- 
mittee meets periodically with management as well as with the internal 
and external auditors to discuss the results of audit examinations with 
respect to the adequacy of internal accounting controls and to review 
and discuss financial reporting matters. The external auditors have full 
access to the Audit Committee, with and without management being 
present. 

The Commission’s external auditor, the Auditor General of Canada, 
has examined the financial statements. He submits his report to the 
Minister of Public Works who is responsible for the National Capital 
Commission. 


Jean E. Pigott 
Chairman 


John T. Denis 
Chief Financial Officer 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 


Seen ee ee eee ee EE 
————————— 


ASSETS 1986 1985 
Current 
(C@ashrandishortatermyaepositSi: swear san se tetera, 23,209 49,893 
Accounts receivable 
Federal government departments and agencies............. 1,472 991 
Menantsiangiothersaccen..eo oe ees ecertenr eee 731 776 
Operating supplies, small tools and nursery stock ............ 682 645 
Brepaidvexpensesmes@ee cc csia rere tein ta at cane 2,138 1,479 
28,232 53,784 


Land, buildings and equipment (Note 4) 278,282 279,031 


306,514 332,815 
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AUDITOR’S REPORT 


THE HONOURABLE ROCH LA SALLE, P.C., M.P. 
MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of the National Capital Commis- 
sion as at March 31, 1986 and the statements of operations, equity and 
changes in financial position for the year then ended. My examination 
was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Commission as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied, after giving retroactive effect to the change in the accounting 
policies relating to land, buildings and equipment as explained in Note 
3 to the financial statements, on a basis consistent with that of the 
preceding year. | 

Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial state-| 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the National 
Capital Act, the articles and by-laws of the Commission. 


Kenneth M. Dye, F.C.A. 

Auditor General of Canada 

Ottawa, Canada 
June 10, 1986 


LIABILITIES 1986 1985 | 
Current 
Accounts payable and accrued liabilities... 14,894 17,387 | 
Unsettled expropriations of property ..............::ccceee 1,342 1,609 | 
Holdbacks and deposits from contractors and others ....... 1352 1,580 | 
17,588 20,576 | 
Long-term 
Accrued employee termination benefits............0..0:0.c08 4,496 4,537 | 
Koansifrom:.Ganadan(INotels) meee. eee ee 26,309 | 
4,496 


30,846 | 


EQUITY 
Equityof Canada cc. ce eee eee eee ee Fea 284,430 281,393 | 


306,514 332,815 | 


a eee ee en ree ee ee ee eee | Oe ee a eee 


Approved by the Commission: 


JEAN E. PIGOTT 
Chairman 


A. G. MARTIN 
Commissioner 
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NATIONAL CAPITAL COMMISSION—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


1986 1985 


Expenses 
Planning andidevelopmentymava tse te keen... 12,838 19,032 
Redlfassetamanapementeres ..eareg ee ater ee. 44,904 45,144 
Rublickactiviticseme wares te recs Me re oe occ, 9,949 10,005 
Administrationeens cee, cere. i ee ee 15,308 16,439 
82,999 90,620 
Revenues 
PRODELLY Reem meen MeL OMNES nc ARS Reg AA mim 8,822 8,184 
UNECE SUG ces ee ee oe rere Repo cove RENE Mi ces sadatdev ioe 1,921 2,959 
Net gains on disposal of land, buildings and equipment... 364 1,482 
OTIC occas asacly foo LEC eEEROH ROR OT ck oeP RS EOE ee ee ee 1,522 15233 
12,629 =13,858 
ENCUCOSE OL OPCLAaliONnSmee eater erie dates aie ee 70,370 76,762 
Parliamentary appropriations (Note 6) ..........cccccccccseeeeeeee 81,026 97,055 
Less: appropriations used to acquire land,  build- 
iessaNnGlequipinen teens enna one eee 11,462 =—-:17,341 
69,564 79,714 
Excess (deficiency) of parliamentary appropriations over 
NetcostomopenavOns mem eres eo retention = ee ynree (806) 2,952 
STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 
1986 1985 
Balance at beginning of year as previously reported ............ 377,346 347,433 


Adjustment to record accumulated depreciation to begin- 


ningvotsyear, (Note 3) Sec eee ae ee ee (95,953) (86,333) 


Brallancesas restated mes mtor teen. Metter ces ereancae acne ame 281,393 261,100 
Excess (deficiency) of parliamentary appropriations over 

ME HCOSiOLOPClall ONS se eenereeeer eae enter et (806) 2,952 
Parliamentary appropriations to acquire land, buildings 

ANGE UID INN Une rere nen sree ae reo eeeeen te 11,462 17,341 
Payments of funds to Canada (Note 10 b) ......cccccccececcceeecees (7,619) 
Balance atendiofithesycars sents seme eee Coen 284,430 281,393 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


_—_—_—_—_———_—_—_—_—_—_—_—_—eS©_c_=_= 
1986 1985 


Operating activities 
Excess (deficiency) of parliamentary appropriations 


ovemneticostiofi operations mune ween ee (806) 2,952 
Items not involving cash 
Depreciation, <2 ).2 ave t) aye eh ae Do ee ee ee 9,316 9,620 
Net gains on disposals of land, buildings and equip- 
MOND cree codecs ere eee een eS Sn eR (364) (1,482) 
Increase (decrease) in accrued employee termination 
Dene hits erty tcc crete er eee nn (41) 137 


8 105m ule 227, 
Increase in non-cash operating working capital 


ACCOUNTSITECelV.a Diem eee een een ren (436) (59) 
IfiventoriésBR AI 6Gse Mane fe eave Bt Ne Fy (37) 42 
Prepaid iexpenses!s es. a) are ee) At eee (659) (433) 
Accounts payable and accrued liabilities ......0..000.0.0....... (2,493) (7,174) 
Unsettlediexpropriations#a = eee ee ee ee (267) (56) 
Holdbacksiand'depositsea see (228) 425 
(4,120) (7,255) 

Cash provided by operating activities .....0....ceccceccceeee. 3,985 3,972 


Investing activities 
Acquisition of land, buildings and equipment .................. (11,462) (17,341) 
Proceeds on disposal of land, buildings and equipment ... 33259) 5,457 


Gash used! in\investingiactivitiesmessan ei kee ee (8,203) (11,884) 


Gashibefore financin 2 ees tase nants eee ens (4,218) (7,912) 
Financing activities 

Parliamentary appropriations to acquire land, buildings 

andiequipment a) eee eee A eee 11,462 = 17,341 

Repayment of loans from Canada (Note 5) ............0.0.000.. (26,309) (4,795) 

Payment of funds to Canada (Note 10 b)........ccccccee. (7,619) 

Cash provided by (used in) financing activities ............... (22,466) 12,546 
Incteasei(decrease)iinicas hemes seen aae nn eee enn (26,684) 4,634 
Cash and short-term deposits at beginning of year .............. 49,893 45,259 
Cash and short-term deposits at end of year o...ccccccceee. 23,209 49,893 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and objectives 


The National Capital Commission was established by the 
National Capital Act, 1958. The Commission is a Crown corpora- 
tion without share capital named in Schedule C, Part I to the 
Financial Administration Act and is an agent corporation. The 
objects and purposes of the Commission are to prepare plans for 
and assist in the development, conservation and improvement of 
the National Capital Region in order that the nature and charac- 
ter of the seat of the Government of Canada may be in accord- 
ance with its national significance. 


2. Significant accounting policies 
(a) Depreciation 


Depreciation is calculated on the straight-line method based 
on the estimated useful life of the assets, as follows: 


Buildings 20 years 
Roads and Bridges 25 years 
Park Landscaping and improvement 25 years 
Festival Equipment 5 years 
Equipment 7 to 15 years 
Vehicles 4 to 7 years 


Equipment and vehicle attachments 10 years 
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NATIONAL CAPITAL COMMISSION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Continued 


(b) Operating supplies, small tools and nursery stock 


Operating supplies and small tools are carried at cost. Nur- 
sery stock is valued at estimated replacement cost less an 
allowance for overhead, balling and packaging expenses. 


(c) Pension plan 


The Commission’s employees participate in the Public Ser- 
vice Superannuation Plan, which is administered by the Gov- 
ernment of Canada. Contributions to the Plan are made by 
both the employees and the Commission on an equal basis. 
Contributions with respect to current service are expensed in 
the current period. 


(d) Employee termination benefits 


Severance pay generally accrues to employees over their ser- 
vice period, and is payable on their separation or retirement. 
The liability for these benefits is recorded in the accounts as 
the benefits accrue to the employees. 


. Changes in accounting policies 


On September 1, 1984, the Government proclaimed amend- 
ments to the Financial Administration Act which, inter alia, 
require that the Commission prepare its financial statements in 
accordance with generally accepted accounting principles. The 
Commission has reviewed its accounting policies and systems and 
has altered them to comply with the requirements of the Act for 
the 1985-86 fiscal year. The changes include: 


(i) depreciating buildings and equipment and reflecting the 
depreciation expense in the statement of operations. Previ- 
ously no depreciation was recorded. 


(ii) including gains and losses on disposal of land, buildings and 
equipment in the statement of operations. Previously they 
were credited or charged directly to equity. 


(iii) excluding capitalized expenditures from the statement of 
operations where they were previously recorded. 


The net effect of these changes is to reduce the excess of parlia- 
mentary appropriations over net cost of operations by $8.952 mil- 
lion (1985—$7.998 million). 
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4. Land, buildings and equipment 


1986 1985 
Accu- 
mulated Net Net 
Historical  Depre- Book Book 
Cost iation Value Value 
(in thousands of dollars) 
Land and Buildings 
Greenbelt ............. 54,650 15,003 39,647 39,374 | 
Parkway$ .......0...-. 70,581 30,281 40,300 40,225 
ParksSi 2 ees 44,690 12,866 31,824 30,565 
Bridges and 
approaches ....... 25,671 11,465 14,206 14,537 
Historical sites ..... 15,499 7,029 8,470 8,833 
Recreational 
facilities ............ 13,397 4,330 9,067 8,851 
Rental properties. 135,514 10,296 125,218 Pays)! 
Unsettled expro- 
priations ........... 1,342 1,342 1,609 
Administrative 
and service 
buildings ........... 10,417 5,237 5,180 5,570 
371,761 96,507 275,254 275,322 
Less provision for 
transfers at less 
thanicost "= 2,070 2,070 2,080 | 
369,691 96,507 273,184 273,242 
Equipment 
Equipment ........... 4,161 2,920 1,241 1,535) 
Bunniturem ese 5,647 3,373 2,274 3,036 | 
Viehicleseet ee 3,230 2,235 995 7166 
Antiques and 
works of art ...... 823 235 588 452 
13,861 8,763 5,098 5,789 
383,552 105,270 278,282 279,031 


* Provision for transfers at less than cost pertains to property to be trans- 
ferred in accordance with agreements with the Province of Quebec, fo 
lands to be given free of charge for approaches to the MacDonald- 
Cartier Bridge and for the transfer for $1 of lands to be used as a 
right-of-way for Highway 550. 


5. Loans from Canada 


The Commission purchased certain real property out of funds 
advanced from the Consolidated Revenue Fund of Canada by way 
of loans authorized by Parliament, upon terms and conditions 
approved by the Governor-in-Council. Interest on those loans was 
payable semi-annually at rates varying from 5.0% to 9.0% and 
averaging 7.1% (1985—6.7%). Interest expense in the year ended 
March 31, 1986 amounted to $0.6 million (1985—$2.1 million). 
In July 1985, the Commission repaid all outstanding loans con: 
sisting of the principal, $26.3 million, and applicable interest due! 
$0.6 million. No further loan funds have been drawn from 
Canada. 
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NATIONAL CAPITAL COMMISSION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


6. Parliamentary appropriations 


1986 1985 
Grants 
and 
Oper- Contri- 
ating Capital butions Total Total 
(in thousands of dollars) 
Expenditures........ 56,656 20,589 7,941 85,186 99,963 
Revenven ees 11,881 748 12,629 13,858 
Net expenditures 44,775 19,841 7,941 72,557 86,105 
Parliamentary 
appropriations 43,636 30,945 6,445 81,026 97,055 


ee 


Excess (defi- 
ciency) of Par- 
liamentary 
appropriations 
over net expen- 


dituresieee es (1,139) = 11,104 (1,496) 8,469 10,950 
Items not requiring an outlay of funds 

Depreciationfee gts. co kee ee ee eee (9,316) (9,620) 

Provision for employee benefits and vacation pay ...... 4] (137) 
Adjustment to restate 1985 expenditures on a basis 

Comparable:to: | O86ie.t,.ee eee ne 1,759 
Excess (deficiency) of Parliamentary appropriations 

over net cost of operations as reported ............cccseee (806) 2,952 

7. Commitments 


(a) Subject to funds being authorized by Parliament, the Com- 


(b 


(c 


) 


a 


mission is committed to make contributions to other levels of 
government and other authorities as follows: 


(i) Province of Quebec, one-half of the cost of a road net- 
work within the National Capital Region. The Commis- 
sion’s commitment is $131.7 million, of which $122.6 
million has been expended. 

(ii) Regional Municipality of Ottawa-Carleton, one-half of 
the cost of a new bridge across the Rideau River in the 
Hunt Club Road-Knoxdale Road Area. The Commis- 
sion commitment is $7.0 million, of which $5.5 million 
has been expended. 


(iii) The Outaouais Regional Community Transit Commis- 
sion and the Ottawa-Carleton Regional Transit Com- 
mission, a total of $1.6 million annually to the end of 
1988 to assist in the provision of interprovincial transit 
service in the National Capital Region. 


The Province of Quebec has expropriated certain lands at 
Laurier Park on behalf of the Commission. A sum of $0.4 
million has been paid on account and the remaining amount 
of $1.25 million will be payable to the province in exchange 
for appropriate title documents. 


The Commission has entered into agreements for computing 
services and leases of equipment and office space. Annual 
payments under these agreements are approximately as fol- 
lows: 


(in 
thousands 
of 
dollars) 
VOS6=8 7erea eee ae hat ae ae are ee 1,610 
POS TRS terse eee Dhar ctr cn oe ee ga eee 243 
HOS S289, ee eee eaten ccna ae es een a re 2 
1 Rep SESS] 0 Tee hdd ary sel ec re RAI RENE | ccerid AT ccd 
1,855 
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8. Contingencies 
(a) Claims 


Claims and potential claims have or may be made against the 
Commission totalling approximately $26.1 million for alleged 
wrongful termination of certain agreements, for alleged dam- 
ages and other matters but are not reflected in the accounts. 
The final outcome of these claims is not determinable. How- 
ever, in the opinion of management and legal counsel, the 
position of the Commission is defensible and any payments 
required to settle these claims will not materially affect the 
financial position of the Commission. Settlements, if any, 
resulting from the resolution of these claims will be 
accounted for in the year in which the settlements occur. 


(b) Agreement with the Province of Ontario 


In 1961 the Commission entered into an agreement whereby 
the Province of Ontario established and maintains 2,654 hec- 
tares (6,557 acres) of forest. When the agreement expires in 
2011, or is terminated, the Commission will reimburse the 
Province for the excess of expenses over revenues, or the 
Province will pay the Commission the excess of revenues over 
expenditures. At March 31, 1985, expenditures exceeded 
receipts by $1.0 million, and are not reflected in the accounts 
of the Commission. 


(c 


— 


Exchange of land with Department of National Defence 


In July 1985, the Commission, with the approval of the Gov- 
ernor in Council, agreed to exchange certain lands with the 
Department of National Defence. Although these transac- 
tions are to be undertaken at nominal amounts, the value of 
land to be received by the Commission exceeds the value of 
land to be transferred to the Department of National 
Defence by $2.8 million. A condition of the agreement stipu- 
lates that, should the Department of National Defence iden- 
tify Commission-owned land which is surplus to the Commis- 
sion’s needs, the Commission is to transfer land up to a value 
of $2.8 million to the Department at nominal cost. This 
transaction is not reflected in the accounts of the Commis- 
sion. 


9. Subsequent events 


In April 1986, the Commission, with the approval of the Gover- 
nor in Council, agreed to exchange certain lands with the Depart- 
ment of Public Works. Part of the land which the Commission is 
to receive must be subsequently transferred to the Province of 
Quebec at nominal value under an agreement with the province to 
improve the road system in the Quebec portion of the National 
Capital Region. The potential cost of this transaction is $0.7 mil- 
lion and no provision for it has been made in the accounts of the 
Commission. 


10. Other matters 


(a) The Treasury Board of Canada has restricted the use of 
accumulated excess revenue over expenditures arising from 
operations and payments of grants and contributions. As of 
March 31, 1986, these restricted funds amounted to $4.6 mil- 
lion. 


(b) During the year, the Commission paid to Canada $6.1 mil- 
lion which were in excess of the Commission’s needs and $1.5 
million which represented the proceeds of disposal of land. 


On March 26, 1986, the Treasury Board of Canada approved 
the transfers of properties at Laurier Park, Nepean Point and 
near Billings Bridge from the National Capital Commission 
to the Department of Public Works. The transfer is subject to 
Governor in Council approval. 


(c 


— 


11. Comparative figures 


Certain comparative figures have been restated to conform to 
current presentation. 
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SUMMARY PAGE 


NORTHERN CANADA POWER COMMISSION 


MANDATE 


To plan, construct and operate, on a self-sustaining basis, public utilities in the Northwest Territories and the Yukon 
Territory and, subject to approval of the Governor in Council, elsewhere in Canada. To maintain separate rate zones 
for each of the territories. 


BACKGROUND 


Since incorporation in 1948, NCPC has acquired or installed power generation and distribution facilities in Yukon 
and the Northwest Territories. Several mining companies and private utilities also supply electric power north of 60°. 
In 1982, NCPC’s largest single industrial customer in the Yukon, Cyprus Anvil, suspended its mining operation at 
Faro. This mine was reopened in part during 1986 but since, in the interim, the Commission suffered financial losses 
on its Yukon operations, Canada waived interest payable on some of its loans. In contrast, operations in the 
Northwest Territories continue to yield a financial surplus due to relatively stable demand for power there. 


In 1985, the federal government announced its intention to transfer responsibility for NCPC to the North. 


CORPORATION DATA 


HEAD OFFICE 7909 - 51st Avenue 
P.O. Box 5700 
Station L 
Edmonton, Alberta 
T6C 4J8 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Bill McKnight, P.C., M.P. 
DEPARTMENT Indian Affairs and Northern Development 
DATE AND MEANS OF In 1948, by the Northwest Territories Power Commission Act 
INCORPORATION (amended as Northern Canada Power Commission Act, R.S.C. 1970, 
C. N-21) 
CHIEF EXECUTIVE John W. Beaver 


OFFICER AND CHAIRMAN 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


1985-86 1984-85 1983-84 1982-83 


(restated) 
At the end of the year 
SOC ANSSCUS ogc pee a Be iar pgm see ves eas alee a ee 268.7 271.8 270.4 pd Ke! 
Obligations {o, theiprivate SeClOn ieee wgcpe races eee eee nil nil nil nil 
CY ONS a UO SOCAN AC eran, Oana rata eure erode esa 236.9 241.0 249.9 239.6 
Eauityiol, Canada iia ate ec’. yt yntl cent MR gagtens cnc sonivevnseae creas 9.5 14.8 8.9 3.1 
Cash from Canada in the period 
= Hud PEtary: ciccesecsege ce eases setae ae nil nil negl. negl. 


——NON-DUAPELALY ..-....:csccencesccasss-c RMRRE LOM p RRNA ahd sensennennns 3.9 5.0 20.1,net S10 
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NORTHERN CANADA POWER COMMISSION 
AUDITOR’S REPORT 


THE HONOURABLE DAVID E. CROMBIE, P.C., M.P. 
MINISTER OF INDIAN AFFAIRS AND NORTHERN DEVELOPMENT 


I have examined the balance sheet of Northern Canada Power Com- 
mission as at March 31, 1986 and the statements of income and 
retained earnings and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Commission as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied, after giving retroactive effect to the accounting change for 
property and equipment in service as explained in Note 3 to the finan- 
cial statements, on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
_ XII of the Financial Administration Act and regulations, the Northern 
Canada Power Commission Act, and the by-laws of the Commission. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
| Ottawa, Canada 
June 5, 1986 


' BALANCE SHEET AS AT MARCH 31, 1986 
_ (in thousands of dollars) 
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_ ASSETS 1986 1985 


Property and equipment 


In-service: (Notex4 ee tes, pees. pete sot edt el betes 221,226 228,806 


Projects:undersiconstructionast msi ee eee 176 $29 
221,402 229,335 
| Current 

Cashianditermideposits:,... 22s. fasta oeah nee. 17,718 14,282 

Accounts receivable 
WtiliGesi et he ee ee ee ae ct ee, ee 2 14,282 12,177 
COLUSA lO 5 a ere a 771 2,390 

Inventories 

uellandilubricantSizec:eeen er tee eee ee IES 70 115239 
Othemsupplies ..- ccc .a cee. as. ee 2,982 2,382 
47,323 42,470 


268,725 271,805 


LIABILITIES 1986 
Long-term 
Loans from Canada (Note 5) ..........ccccccceccccseecsceesseseeeeseves 224,839 
Deferred credit 
Contributions in aid of construction..........0....ccccecceeeceeeeees 4,230 
Current 
Due to Canada 
Overdue principal and related interest 
CNoteS he A ee Neem Utne rie ON See 9,583 
Current portion of long-term loans .......0.0.0..0cccceecceee 10,214 
Accounts paya bles eee e ern temo spite 8,288 
Employee leave and termination benefits ..........00.0.0.00000.... 1,843 
Gontractorseholdbacksas eet ee ee ee 189 
30,117 
259,186 
EQUITY OF CANADA 
Contingency neservers cr eee ters cee tes 5,635 
Retained:eannings seer ee eee ee ee 3,904 
9,539 
268,725 


1985 


21,383 
257,005 


5,635 
9,165 


14,800 
271,805 


——_—ee wk... 


Approved by the Commission: 


| JACK BEAVER 
| Chairman and Chief Executive Officer 


HILDA WATSON 
| Member 
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NORTHERN CANADA POWER COMMISSION— Continued aY 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


2. Accounting policies 


pe These financial statements have been prepared by management 
in accordance with generally accepted accounting principles con- 
Revenues sidered to be appropriate in the circumstances and applied on a 
ar > Pare ee ee ee eB ee NEO StaeS enor ahs nti Rese aha besiSiodasistene with Av of thie preceding year. A summary Giiche 
Other Bee ce ree Pe aster coe hice mera teen eonaee 1.482 1.414 significant accounting policies of the Commission is as follows: 
88,764 88,143 Property and equipment 
Expenses Property and equipment, including that donated to the Com- 
Operations andimalntenanCesawe epee ee eee: 54,577 53,051 mission by Canada and others, are carried at cost less 
Depreciation See et eres eter sraervestessesscnesnasesssetsetaseractesertestes 11,070 10,118 accumulated depreciation. Costs of additions, betterments and 
Engineering and general administration (Note 6) ............... 6,854 5,956 major renewals are capitalized. In addition to direct costs of goods 
UE RE and services, capital project costs include interest at prevailing 
Incomeifrommoperationsis.e- tees. neat eae ere 16,263 19,018 rates on loan funds used to finance construction during the con- 
Interest (Note HD eRe aR eng ae a aera ere pene aie here 21,524 13,143 struction period and a share of engineering and general adhinic: 
Net i) UG forthe; vedi cust ent ceed enviar: (55261) so tration expense which is directly attributable to the projects. 
Retained earnings Losses on disposal of property and equipment resulting from 
 imbeerire seein) Miele aig enmmintmieligiarcy ey (Geta  aati eee igh gaicocstisectus cattle, woth 
ae ears have not entered the production cycle, are written off to opera- 
Atiendiof: theayearam seme taten..teten tree cone Parana n notes 3,904 9,165 


tions in the year that the losses are recognized. For normal retire- 
ments, the cost of property and equipment retired less disposal 
proceeds is charged or credited to accumulated depreciation with 


STATEMENT OF CHANGES IN FINANCIAL POSITION Eileh iit Ord Boia relict ted@h operations. 


FOR THE YEAR ENDED MARCH 31, 1986 


(in thousands of dollars) Depreciation 


Depreciation of property and equipment, financed by loans 
from Canada, in service prior to March 31, 1977, excluding the 


E186 eo Head Office building, is calculated as an amount equivalent to the 
principal portion of the repayment of the associated loan. The 
Funds provided loans are being repaid by the annuity method over the estimated 
Operations : : ae economic life of the assets. Property and equipment, financed by 
pe adeeb seer (adjusted for depreciation) ............ ne 15,993 loans from Canada and placed in service subsequent to March 31, 
Decrease (increase) in trade balances ccc... (1,896) 70 1977, the Head Office building, property and equipment ‘pur- 
INCKEASCHNMMVCNLOLLES ererterea te ce recreate er atone: (931) (223) chased from internally generated funds, and donated plants and 
10,744 15,840 extensions, are depreciated on the straight-line method. 
Insuranceiproceedsnuvik fine lOSSi us. aicsns eee eee 6,864 Depreciation rates for the various classes of assets are based on 
Long-term loans from Canada Des a Soe. dank etseg tie stenp eae 3,900 5,000 their estimated economic lives, which for the principal classes of 
Disposals of property and equipment ............ cece 847 453 assets are: 
Motalittindssprovided mem ys crests cucensn eetvecrne tier 15,491 28,157 Hydroelectric plants 30 - 50 years 
Diesel engines and associated equipment 10 - 15 years 
Bel Fe he na a Fuel storage equipment 20 years 
a e€ PL CRUIN IRQ OU ir cecG ine arti nuirceyalaeen'duinwa sedan asain tan : ’ 31d} 
Aadiions toiproperty andlequipmient,-..apaecn tieeetenteent te 4,040 12,344 oa Elta 20s: BP pe 
Pioeal fundsrap plied sere eens ec ehiratde eraser so aseconee need 12,055 26,220 Transmission and distribution systems 20 - 30 years 
Net funds provided 0.00.00... cette sesnecens 3,436 1,937 Office and general equipment 5-15 years 
Funds at beginning of the year (cash and term deposits) .. 14,282 12,345 Motor vehicles 4 years 
Piniastatsuperengiot thOvCals ec excmern.. cece ron renr ys 17,718 14,282 


Deferred credit 


Deferred credit represents contributions from Canada and oth- 
ers to aid the construction and acquisition of property and equip- 
ment, and is amortized over the estimated economic lives of the 
respective donated property and equipment. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and objective I fan 
nventories 
The Northern Canada Power Commission, formerly the North- 


west Territories Power Commission established in 1948, is a 
Crown corporation named in Schedule C, Part I, to the Financial 
Administration Act and operates under the Northern Canada 
Power Commission Act. The Commission is exempt from income 
tax. 

The objective of the Commission is to provide utility services on 
a self-sustaining basis in the Northwest Territories, the Yukon 
Territory and, with the approval of the Governor in Council, else- 
where in Canada. 


Inventories are valued at average cost. Provision is made for 
any decline in value of slow-moving inventory. 


Contingency reserve 


Order in Council P.C. 1980-1989 of July 24, 1980 authorizes 
the Commission to establish a contingency reserve which is not to 
exceed $10 million to provide for extraordinary losses not covered 
by the rate structure. A contingency allowance based on 4% of 
utility sales was authorized for inclusion in the rate structure, to 
be used first to recover prior period deficits and then to build up a 
reserve. Transfers to the reserve are made annually of up to 4% of 
utility sales, or the net income for the year should it be less, until 
the authorized limit is reached, on a Commission wide basis. 
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NORTHERN CANADA POWER COMMISSION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Continued 


| 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these payments is recorded in the accounts 
as the benefits accrue to the employees. 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and the 
Commission. These contributions represent the total liability of 
the Commission and are recognized in the accounts on a current 
basis. 


Grants in lieu of taxes 


Grants in lieu of taxes are based on estimated municipal assess- 
ments adjusted in accordance with the Municipal Grants Act. 
Grants are paid after the amounts have been audited by the 
Municipal Grants Division of Public Works Canada. Any adjust- 
ments upon finalization are reflected in the accounts in the year of 
settlement. 


. Accounting change 


Donated property and equipment which were previously written 
off against contributions, have been restated to better reflect the 
assets employed in an earning capacity. The comparative figures 
for March 1985 have been restated to be consistent with those for 
the year ended March 31, 1986. 


. Property and equipment in service 


1986 1985 
(Restated) 
(in thousands of 
dollars) 

BISctricipoWweMmplantsic wre emrmten cr icends ius tassseie sane ree 245,984 242,957 
Transmission and distribution systems ..................0..0. 43,724 44,129 
OCH ERNE eS ier rete oe reece ae ecm sar catectecuree Benes 3,687 3,686 
Stafiaccommodationwemere se atte ates ee eae 3,891 4,046 
Warehouses, motor vehicles and general facilities....... 8,223 8,020 
305,509 302,838 

Pexssaccumulategidepreciatlonema rn eniaee ee 84,283 74,032 


221,226 228,806 


. Loans from Canada 


The Commission receives funds for capital expenditures by way 
of interest-bearing loans from Canada. Interest at prevailing rates 
is accrued during the course of construction of a project and 
added to the amount borrowed. The total loan, including accrued 
interest is repaid on terms and conditions as approved by Gover- 
nor in Council. 

The Commission also received a working capital loan of 
$7,500,000 in 1979. Terms and conditions provide for principal 
repayment by 10 equal annual instalments of $750,000 commenc- 
ing on March 31, 1990. The loan is interest free but should any 
instalment become due and unpaid, interest at the then current 
rate is applicable until the date of payment. 

At March 31, 1986, loans for capital expenditures carried inter- 
est at rates ranging from 4% to 15.625%, with a weighted average 
interest rate of 10.168% (1985—10.135%). Borrowings during the 
year were at an average interest rate of 10.5% (1985—11.625%). 


Loans from Canada mature as follows: 
(in 
thousands 


of 
dollars) 


O87 sree h eta Ah Shee th PAU nee Saree oe! URS 10,214 
TOS Steere bese ei ee ee ae ee 10,652 
LDS Osetreterat etn 3 Goes iba arta tase Ptah ee ek ae RN Nd 10,769 
OOO en eee sade chants oh See Rr re de eh RO ol OU 11,320 
LOG UR Rrra tcsh ek cous tk Sccsiaie athe a ane RCA aed 7 er eee eet 11,654 
O92 2024 Fes ccceccoshsreuetetecee Petes ese a Cea oe 180,444 

235,053 
LESSCUTrent DOLLION Ue eee eee ene ea ee 10,214 


224,839 


As a result of past performance, the Commission expected an 
interest waiver due to the under-utilization of the Whitehorse 
hydro system in the 1985-86 fiscal year, which did not material- 
ize. As at March 31, 1986, the Yukon Territory rate zone, 
incurred a loss of $9,751,000, and consequently the Commission 
was unable to pay principal and related interest totalling 
$9,583,000 which fell due, and remain unpaid. 

The Commission expects the trend of losses to continue in the 
Yukon Territory rate zone in 1987. Furthermore, the Commis- 
sion, pursuant to Section 3(9) of its Act, acquired in April 1986, 
additional generating facilities at Faro, Yukon Territory, at a 
price of $7,000,000 which is $5,929,000 above the estimated mar- 
ket value. With this loss, and the potential deficit in this rate zone, 
the Commission estimates that it will be unable to pay principal 
and related interest of $12,538,000 in 1987. 


. Engineering and general administration expense 


Engineering and general administration expense is net of 
$287,000 (1985—$453,000) allocated to capital projects. 


. Interest 
1986 1985 
(in thousands 
of dollars) 
Interestonjlong-term loans) ae eee eee ee ee 23,699 24,484 
Income from term deposits and receivables .................... PMS) Ae 
255 2454.223237 
Interest: walverx.... seer eee he oy anew Amie 9,094 
21,524 13,143 
. Commitments 


At March 31, 1986, the estimated committed cost to complete 
capital projects, including the generating facilities described in 
Note 5, is approximately $8,373,000 (1985—$741,000). 


. Segmentation 


The Commission operates predominantly as one industry, that 
being the generation and distribution of electric power. Most 
expenses are directly attributable to the geographic rate zones, 
and common expenses are allocated among the rate zones. Iden- 
tifiable assets are those assets that are used in the operation of 
each rate zone. Corporate assets are primarily the property in 
Edmonton, cash and term deposits. 
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NORTHERN CANADA POWER COMMISSION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


1986 1985 
(in thousands 
of dollars) 
Revenues 
HNonthwest: RErritOriese. js eeeeet ee eee ee ee ee 74,965 73,840 
Viukonherritonyncce eee ete cern eet 13,281 13,871 
Brel? B.C. sccnotonencehen tec aac eee 518 432 


88,764 88,143 


Net income (loss) 


INonthwestuhernitonles seeteercec tee eee es 4,354 5,767 
PY UK GND RIItOLy epee etree ess here te eeccanee oem (9,751) 
Biel Bi Cs ees ee ernst ee 136 108 


(S326) ees S75 


Identifiable assets 


Northwest Territories................ speccpdnaealiase t sens Sef 127,601 130,978 
iukoOn} Rerritonyanmeter ee ccr crt sete ceive, teonvetes sercrs 121,685 125,151 
FicldB Cis Pet Se FREES. Bee ek ae 176 184 
Corporate meres. ertee ti PA EUR RE came eee 19,263 15,492 


268,725 271,805 


Depreciation expense 


INorthwestalientitontesse: ett nent nete kere: ere 7,185 6,419 
Y UkOnwMennitOnverrete f..k eA eco ee tect 3,759 3,571 
RicldN BiG ire aoe PN ee, ae, oe) 13 12 
Gorporateveserte ts: Se: RRR E AED ERS 113 116 


11,070 =10,118 


Capital expenditures 


INorthwestalennitonicss nt wer meena ene eee 3,454 11,491 
WilKonyTernitOny err ect Ree eye eee 523 834 
Foie | cy BB Carrer ee ee rc ten, casict ie ee Rel meaner Neeser 

Corporateseeee <P ee OE. he: 63 19 


4,040 12,344 


. Devolution 


On November 5, 1985, the Minister of Indian Affairs and 
Northern Development agreed to a Memorandum of Understand- 
ing with the territorial ministers representing the Governments of 
the Northwest Territories and the Yukon Territory, to transfer 
Northern Canada Power Commission to the territorial govern- 
ments. The target date for completion of the process of devolution 
is March 31, 1987. The terms and conditions of the transfer had 
not been determined at the time of preparation of these financial 
statements. 


. Related party transactions 


In addition to the transactions described in Notes 5 and 7, the 
Commission has significant transactions with the Government of 
Canada and its agencies, as well as with territorial and municipal 
governments of the Northwest Territories and the Yukon Terri- 
tory. These transactions and resulting balances comprise: 


1986 1985 
(in thousands 
of dollars) 
Salejofpowenand heaton nee scaset aie, Sere we, 43,957 43,492 
Purchase ol: fuel eee or teres. chekieteene hth 8,956 8,932 
Contributions to the Public Service Superannuation 
BE acres neta ar talc Ma hod ely a tae Re RR ai cM cohdh 711 678 
Treasury Bills and accrued interest .......0..0..0cceeeeceeee 10,212 11,545 
ACCOUNTS TECEIVa OLE: a er erties ees eh eee eaten 4,845 5,261 


AXCCOUntS paya ble: aay. ee eee nee ee ee 2,203) 2015 


Furthermore, the Commission receives audit and legal services 
without charge from the Office of the Auditor General of Canada 


and the Department of Justice of Canada. 
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SUMMARY PAGE 


PACIFIC PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer in the interests of safety an efficient pilotage service within designated 
waters in and around British Columbia. 


BACKGROUND 


_ Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
_ approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships 
_ that are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and 


pilotage tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and 
reasonable and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


_ CORPORATION DATA 
HEAD OFFICE 300-1199 West Hastings Street 
Vancouver, British Columbia 
V6E 4G9 
STATUS — Schedule C, Part I 
| — not an agent of Her Majesty 
_ APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
| DEPARTMENT Transport 
| DATE AND MEANS Established pursuant to the Pilotage Act (S.C. 1970-71-72, C. 52) 
OF INCORPORATION which was proclaimed to come into force on February 1, 1972. 
CHIEF EXECUTIVE R.A. Hubber-Richard 


OFFICER AND CHAIRMAN 


| AUDITOR The Auditor General of Canada 


: FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


| 1985 1984 1983 1982 
| At the end of the year 
 LOLAIE A SS CIS ian ani Ak isa. 5u 8 cetera a tine eee WR eat ec 5.0 4.4 4.5 3°9 
m Obligations'to the private sector: ..y.éc.c.cc0bssese tet ysssessseessennseesse: nil nil nil 0.3 
MOD Catone tore aad an centr eon aan tea 2. 2, 0.1 0.1 0.1 0.1 
EQuitycOl Canada tic. icc. 5c seen Deen yeh, Pe Nee RRR Og 2.8 26 29 1.8 
Cash from Canada for the year 
me OUCO CLIT Viren e ei. sl a eee nae ae ae ae ee dln eel: nil nil nil nil 


STONE DUC SCLAT Vamenta nal). 2. ene ctor! hile wine nil nil nil nil 
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PACIFIC PILOTAGE AUTHORITY a 
AUDITOR’S REPORT 


THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


| have examined the balance sheet of Pacific Pilotage Authority as 
at December 31, 1985 and the statements of operations, retained earn- 
ings and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at December 31, 1985 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Pilotage Act 
and regulations and the by-laws of the Authority. 


Raymond Dubois, C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


February 12, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 
(in thousands of dollars) 


ASSETS 1985 1984 LIABILITIES 1985 1984 


Current Current 
BENS) Nase Seh at ohons ASS Gelade OS CEGE RARER R eB En HERS Bile ah ee noc ce EBERLE 1,499 805 Accounts payable and accrued liabilities ........0..0.0.cccees 1,608 1,244 
FA CCOUNISINECEl Va Olea mec eiens etic: cca ne ane oe ee 2,508 2,52, Obligations under capital lease (Note 4) ..0........... cece 26 24 
Prepaidiexpenseswermre eer rector, Tone er eee 29 82 1,634 1,268 
4,036 3,399 Long-term 
Property and equipment (NOteiS)ia..gran cues teint eeteereess O28 S Accrued employee termination benefits..........0..0cccccececees 443 416 
Obligations under capital lease (Note 4) ..............0ccccceeee $7 83 
500 499 
2,134 1,767 
EQUITY OF CANADA 
Contributed) capital: sae toe en eee nee 806 806 
Retainedtcarnings:2.. rece errs ee ree emer eer 2,023 1,814 
2,829 2,620 
4,963 4,387 4,963 4,387 


Approved by the Authority: 


R. A. HUBBER-RICHARD 
Chairman 


M. FELLIS 
Member 
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PACIFIC PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Revenues 
Pilotagercharpes sree te were eth eres ee eee rer secs sixsciesie es 21,859 20,024 
InterestrandtothenmCcomermercrsee ne eter etre, eres 90 97 
21,949 20,121 
Expenses 
GontractpHOlsmlCeS Werte ener arte etek ne csscsseeate 15,041 13,752 
Operatingicosts.otpilolbOatS mremnenre etree ert eens DSATe e225 
diransportationkandstcavel beeen rere ciee recente 1,912 1,709 
StafitsalaniessandeOenelits ements tren oe aera 1,017 905 
BilotsesalatiesiandubenesitSim teen. e eee. eee ree 638 624 
Depreciationiteen a tesceee cree tre Mr is, orate eee 175 175 
1ST YB Se a Na eR ea le Ate 8 137 78 
Professionalliand’speciallSenviceStct...c.0e.sc<e cee 126 152 
GomputemsoltwarercostSeamesen ees co eee eee 125) 249 
Wilitiessmatenalsandisupplicsm ssc. en eeeee 99 69 
Communications commence eee eos ene ce ee 77 64 
Repairsyandunaintenancewiete. tence eee een eee 28 13 
Interesttonicapitalileaserrn.ce err cai ee eer 6 10 
Oe rere Ree re a reson sry teers ostoe seran eneeeerea tot re ee 2 1 
21,740 20,026 
INétuincomevfortheiyearacrr. cence ieee te 209 95 
STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 
1985 1984 
Appropriated 
Balance at beginning and end of the year...............::ee 500 500 
Unappropriated 
Balanceratibeginningcofitheiyeatinccn.yseneng-rsreeesieorscsers 1314 1,219 
Netsincomen Onthesyca tasty eater neta nearness eee 209 95 
Balanceratcend ofsthe yeahmennce cece cee ee 1,523 1,314 
2,023 1,814 
| STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 
1985 1984 
Funds provided 
Operations 
INetincome forthe: Veann.. <semcrnmenetee nee terre eters 209 95 
Items not affecting funds 
Depreciationierrc.cesccce ce eee te cree 175 1S: 
Employee termination benefits 20) ecgecceeecceresenecee ee 27 (4) 
Loss on sale of property and equipment..............00..00. 11 
422 266 
Funds applied 
Additions to property and equipment |... eee 125 114 
Decrease in long-term obligations under capital lease ........... 26 24 
151 138 
PNCKEASC IN WOLKING, Capital ar, ctrare ct encen ent ccnecr ance arene ees 271 128 
Working capital at beginning of the year... cee 23 2,003 
Bvorkingcapital atend.Ol (Ne Vea. nett yee rere seeerarer tere 2,402 2,131 


285 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Nature of activities 


The Pacific Pilotage Authority was established on February 1, 
1972 pursuant to the Pilotage Act. The objectives of the Author- 
ity are to establish, operate, maintain and administer a safe and 
efficient pilotage service within designated Canadian waters. The 
Act further provides that the tariffs of pilotage charges shall be 
fair and reasonable and consistent with providing a revenue, 
together with any revenue from other sources, sufficient to permit 
the Authority to operate on a self-sustaining financial basis. 

Pilotage services on the Fraser River are provided by employee 
pilots and in other coastal waters under a contract with a local 
association of licensed pilots. 

The Authority is not subject to any income taxes. 


. Significant accounting policies 


Capital leases 


Under the terms of certain lease agreements the Authority 
assumes the rights and obligations of ownership. These leases are 
treated as capital leases. An asset and an obligation are recorded 
at an amount equal to the market value of the asset at the begin- 
ning of the lease. The obligation is reduced each year by the prin- 
cipal portion of the lease payments and the interest portion is 
charged to expense. 


Depreciation 


Depreciation of property and equipment is calculated on a 
straight-line basis and is based on the estimated useful lives of the 
assets as follows: 


Years 
Buildings 20 
Pilot boats 20 
Equipment 5 and 10 
Leasehold improvements 7 and 15 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of employ- 
ment. The liability for these payments is recorded in the accounts 
as the benefits accrue to the employees. 


Contributed capital 


Amounts representing the values assigned to property and 
equipment transferred from Canada in 1972 and the cost of any 
property and equipment financed from parliamentary appropria- 
tions are shown as contributed capital. 


Retained earnings 


Amounts are appropriated from time to time by the Authority 
to provide for extraordinary costs arising from renewal or acquisi- 
tion of fixed assets and for contingencies. 


Pension plan 


All employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and the 
Authority. These contributions represent the total liability of the 
Authority and are recognized in the accounts on a current basis. 
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PACIFIC PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


3. Property and equipment 


1985 1984 
(in thousands 

of dollars) 
Buildings: Gee one eee ee en ee Es, Gee ae eee, 40 40 
Pilots DOats aetneen foes. cede Oh cok Oneonta Se ec Pees 1,142 1,142 
Equipmientau.es. os i eee cand eeeeecn en 718 661 
Leaseholdiimprovementspemsary ae ners ee eee 129 98 


2,029 1,941 


Accumulatedidepreciationhnes-ceneee ss tee ae ee 1,102 953 


927 988 


The above assets include property and equipment under capital 
leases at a total value of $276,000 (1984—$276,000) less 
accumulated depreciation of $179,000 (1984—$166,000). 


4. Obligations under capital lease 


1985 1984 
(in thousands 
of dollars) 
Total minimum payments under 
8% lease agreement with Canada for pilot boat, due 
April 1988, payable in blended annual payments of 
S32 O00 errbtes cree 7s eee even ews, cer eee eit Rae ee 97 129 
AMmountirepresentingiintereste nee tee (14) (22) 
Balancerolatherobiigationsneesn ree eee ee 83 107 
Gurren ty Portion) ear, fy ee eed eres tes mney Are Aaah (26) (24) 
Long-term portion 


Ea Setae soy Sait esses cassie spies ten tae nestneeieh ts ones Petes 57 83 


Upon maturity of the lease, the Authority has the option to pur- 
chase the pilot boat for $1. 


. Commitments 


The Authority has a long-term lease obligation for office 
accommodation aggregating $1,079,680 for the period from Janu- 
ary 1, 1986 to December 31, 1999 at a base annual rent of 
$77,120. The obligation also calls for pro-rata share of operating 
costs estimated at $45,000 for 1986. 

The Authority has an operating lease agreement for the services 
of a manned pilot boat with a guaranteed annual rental of 
$58,000 to 1990, plus operating expenses. There is an option to 
purchase the boat, at any time, at a price to be determined when 
the option is exercised. 
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SUMMARY PAGE 


PECHERIES CANADA INC. 


MANDATE 


PCI is a holding company. 


BACKGROUND 


Incorporated in February 1984 and made a parent Crown corporation on February 27, 1985, PCI owns 87 per cent of 
the issued shares of the fish processing corporation, Pécheries Cartier, Inc. After its reorganization and 
recapitalization as part of the federal government’s initiatives in support of Atlantic fisheries, it was sold to Purdel, a 
cooperative, on April 18, 1986. 


CORPORATION DATA 


HEAD OFFICE 1155 Dorchester Blvd. W. 
Suite 3900 
Montreal, Quebec 
H3B 3V2 
STATUS Sold to private sector interest. 
DATE AND MEANS By letters patent, February 27, 1984, under the Canada Business 
OF INCORPORATION Corporations Act 


FINANCIAL SUMMARY (§ million) The financial year ends December 31. 


January 1, January 1, March §, 


1986 to April 1985 to 1984 to 
18, 1986 December 31, December 31, 
1985 1984 
(restated ) 

At the end of the period 

POCA SSCtS Mern armen GAR coc his chs saSdaereannreoeeicdede Re onecnesne Meo cesnene vs 11.6 [5 19.7 

ODT eatiONs TO UNE DEIVAle SCCLOT oye cect ase reno eo amermnrnractn ce ace nil coe) ea 

Ob] oations.t0, Canad asc. sosess csc hoecderstacnc REG ode ET tas nil nil nil 

Sharcholders.ccuilt yin aux aotea tions maori tnt: conc. Sak SOA cen oetn ROEM bee tese, 7.8 8.7 12.9 
Cash from Canada in the period 

DUC OL ALY re cree rete erecta fa eur hgs ce teayrh fea Mn Aee duo ameae toe ates nil nil 3155 


== NOM= DIAS CLA LYS. cc, 5x 2 ne er ee ash nae eer REN. 80 cee eas asa nmnea nil nil nil 
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PECHERIES CANADA INC. 


(Since the audited financial statements are not available in English, 
here is the French version) 


RAPPORT DES VERIFICATEURS 


AUX ADMINISTRATEURS 
PECHERIES CANADA INC. 


Nous avons vérifié le bilan consolidé de Pécheries Canada Inc. au 18 
avril 1986, ainsi que les états consolidés périodiques des résultats et 
déficit et de l’évolution de la situation financiére pour la période du 1° 
janvier au 18 avril 1986. Notre vérification a été effectuée conformé- 
ment aux normes de vérification généralement reconnues et a com- 
porté par conséquent les sondages et autres procédés que nous avons 
jugés nécessaires dans les circonstances. 


A notre avis, ces états financiers consolidés périodiques présentent 
fidélement la situation financiére de la société au 18 avril 1986, ainsi 
que les résultats de son exploitation et |’évolution de sa situation finan- 
ciére pour la période terminée a cette date selon les principes comp- 
tables généralement reconnus, appliqués de la méme maniére qu’au 
cours de l’exercice précédent. 

Comptables agréés 
Raymond, Chabot, Martin, Paré & Associés 


Coopers & Lybrand 
Montréal, Canada 
le 21 mai 1986 


BILAN CONSOLIDE AU 18 AVRIL 1986 
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ACTIF 1986 
$ 
Actif 4 court terme 
Enea isse eerie eon ch Pee ce cere Ek re TN ct ee 256,185 
Debiteurs! (notes) ace ee eee ee, ee 780,127 
impots'sumemevenutairecevolnee = 5 cee ee, re ee 309,644 
Stocksi(noterd))<.4.00 ees ie Be. LR ok Beate ai 282,707 
Fraisspayes d’avance tesmnre: corn, tytn ere. Minee peek, cee 359,454 
Encaissements sutiles) placements:+ ee een ete ree ro 978,724 
2,966,841 
Placements 
Pretsinypothecaires(nOte:) ruse eae emt e eaee Penne ee 580,223 
Participations et avances dans une filiale et une compagnie 
Satellite: (MOtGiO) ese cot tee meee cee ee lee tee we 816,216 
1,396,439 
Encaissements disponibles a court terme ..............cccccceceseseseeeeeees 978,724 
417,715 
Immobilisations (note 7) 
COUt Reeser crs wren beeen OAR on tees ners Lac eee 11,788,608 
ZATHONLISSEMEN EACCUINIU ewe rtree anne te ine nner ean y a ere 3,674,529 
8,114,079 
Autres postes 
Participationsiet depots aucouthemes sama ae eee eet 107,030 
11,605,665 


PASSIF 1986 


Passif a court terme 


Gomptesifournisseursiet frais COU LU Sie eee ena nee 466,624 

Emprunt d’un organisme gouvernemental, 13%, sans modalités 
de‘remboursement=s....)c.2ces See eee 104,490 
Creditsireportess. ee tanee seer ert ee een eee 268,761 
Participations minoritaitesr-emectt nee ere re ere eee eee 3,000,000 
3,839,875 

AVOIR DES ACTIONNAIRES 

Gapital-actions (note:8) saeco eee 31,499,900 
Déficiti ere. aoe i ees etch dete ate ook ee: eee 23,734,110 
7,765,790 
11,605,665 


Les notes complémentaires font partie intégrante des états financiers consolidés périodiques. 
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PECHERIES CANADA INC.—Continued 


RESULTATS ET DEFICIT CONSOLIDES 
POUR LA PERIODE DU 1* JANVIER AU 18 AVRIL 1986 


1986 
$ 
VETS BA SPR SP ee ee Ses ee ee re eee 1,010,392 
Coit des marchandises vendues 
Stocks: auldeDUt ses errac ete ate aate ag ten, Go meee caer taeteaete 1,160,691 
Coutdettabrication ee crete eee ert 409,786 
1,570,477 
Stocksiaitlayfini.e em cnet en ee ah eens 282,707 
1,287,770 
PETtelOrute ye ete ere eee ce share. Rees eed Mee Soa T RL seeMeuncenten eee 277/378) 
Fraisideivente cess cee te ee nee PRC at as ores So037,651 
Eraisid/administration:c: comer. ce stae cece tere etter tse seeceereanee: 517,805 
BraistGropera tomate re ren ene crest tege ee eee sa scissor 77,676 
Frais financiers (dont $3,443 sur la dette 4 long terme) ................ TNS 
804,257 
PAUTRESSTCV.CHUS a tree et in ec acerca cider Se ctv cs Ouisec theese 111,833 
692,424 
Perte avant participation dans le bénéfice net d'une compagnie 
SALLE COM ee eee SOE ee re ase av sais ciens eeecesMecns So cene 969,802 
Participation dans le bénéfice net d’une compagnie satellite ......... 18,000 
Perte avant postesiextraordimairesi orn eerensee saree verrc ern tans 951,802 
Postes extraordinaires 
Perte au titre des activités abandonnées ..............:ccccceesterereeee 42,207 
Perte dans une filiale a la suite de l’"abandon de ses activités ..... $4,286 
Gain relatif 4 l’ancienne Fédération des pécheurs unis du 
Québece). Stay bo ibers oh assent meen min (109,458) 
(12,965) 
Pertesrette scree eel acceso eats Load eat ete susie eA deveoare eas a eaea ear are 938,837 
Deficitiauidebutide laipériode secures. es eens eee neeeeae 22,795,273 
Deéficiteavlasfinidela periode renee ee eee eee 23,734,110 


Les notes complémentaires font partie intégrante des états financiers conso- 
lidés périodiques. 


EVOLUTION DE LA SITUATION 
FINANCIERE CONSOLIDEE 
POUR LA PERIODE DU 1* JANVIER AU 18 AVRIL 1986 


1986 
$ 
Exploitation 
Perteavant postes extraordinaines cece sce secre tess (951,802) 
Eléments hors caisse 

Protivsuria vente dmmovilisations casa. ee (5,411) 

Amortissement des immobilisations .................cccccccceereeteeeees 15,966 

Radiation Gd Ammobilisationspee ere eee eee ee ee 14,401 

Participation dans le bénéfice net d’une compagnie satellite (18,000) 

Eléments du fonds de roulement ..........ccccccescesecseseeseeseeseseeseeses 4,500,430 
Provenance des liquidités relatives aux opérations normales .... 3,555,584 
Gain relatif a l’ancienne Fédération des pécheurs unis du Qué- 

DEC tie ie int Aten bate nen eh O00 os Lo 109,458 
Perte au titre des activités abandonnées ..0..............cccccceteeeees (42,207) 
Provenance des liquidités)., 082.40 sec. eran et 3,622,835 

Investissement 
Encaissements somlesiplacemientsme: muse ieee ee 55 
Immobilisations, «¥- Fone epee ees ee ee (13,095) 
AVanices a UNGILaIG eee ec en eee ns cee ea (129,793) 
Avances:a Une COMPA gnic SAtClIICG Brees eter wamte a ee ane ae (33,547) 
CESSIONGMMODINSALIONS - 2c eee eee ee 30,581 
Diminutionides:autres posteS ccs. ate eee eee 21,396 


Augmentation des crédits reportés ............:c..:scccseesesenencnesecsenrners 1,020 


Utilisation des Nquidites foto ee eee ener (123,383) 
AU Menta WON de la LreSOLC LIC cet ee ce eee nee eee ee 3,499,452 
BT eSOFeric aN Ge DU betes ore. et seeded bean en ee ene eee (3,243,267) 
PLTCSOTETIC CAMA LIM. eecse veers eth cacaan rocece eee cetera eee 256,185 


Les notes complémentaires font partie intégrante des états financiers conso- 
lidés périodiques. 
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NOTES COMPLEMENTAIRES 
AU 18 AVRIL 1986 


1. Statut et nature des activités 


Constituée en vertu de la Loi sur les sociétés commerciales 
canadiennes, Pécheries Canada Inc. est assujettie 4 la Loi sur 
Yadministration financiére et, en plus d’étre un agent de Sa 
Majesté du Chef du Canada, elle est la propriété exclusive de la 
Couronne du Canada. 

Depuis sa constitution, la société a comme but principal de 
détenir les actions de Pécheries Cartier Inc. 


2. Enoncé des conventions comptables 


Principes de consolidation 


Les états financiers consolidés périodiques incluent les comptes 
de la compagnie et de sa filiale Pécheries Cartier Inc. 


Stocks 


Les stocks sont évalués au moindre du coit et de valeur de 
réalisation nette, le cout étant déterminé selon la méthode du colt 
moyen. 


Immobilisations 
Les immobilisations sont présentées a leur coit d’origine et sont 


amorties en fonction de leur durée probable d’utilisation selon la 
méthode de l’amortissement linéaire aux taux annuels suivants: 


22% a 10% 
12%% a 20% 


Batiments et pavages 

Matériel d’usine 

Matériel, mobilier, agencements et améliorations 
locatives 20% 

Matériel roulant 30% 


Les immobilisations relatives aux usines n’ont pas été amorties 
pour la période du 1° janvier au 18 avril 1986 parce que la saison 
de péche n’avait pas encore débuté. 


Crédits reportés 


Les montants relatifs aux crédits d’impét a l’investissement 
remboursables sont imputés au compte crédits reportés et sont 
amortis au méme rythme que l’amortissement des immobilisations 
pour lesquelles les crédits d’impét 4 l'investissement ont été comp- 
tabilisés. 

Conversion des devises étrangéres 


Les comptes en devises étrangéres sont convertis en dollars 
canadiens selon la méthode temporelle, comme suit: 


L’encaisse, les comptes clients et les comptes fournisseurs sont 
convertis au taux de change en vigueur a la date du bilan; 


Les ventes et les achats sont convertis au taux de change en 
vigueur aux dates de transaction. 


3. Débiteurs 


$ 

Comptes clients (dont $27,711 d’une compagnie satellite) .. 116,787 

AVanCes AUxgpeCheursneur meer, sre en aren ena 57,249 
Sommes 4 recevoir relatives a l’ancienne Fédération des 

pécheurs unis du Québec 

Sy dice tintes ten reer rieete see bere otter a Wee ae A 538,291 

Autres débiteurs caren ete aias..cats eee en 67,800 

780,127 


Certaines avances aux pécheurs sont garanties par des hypo- 
théques maritimes de premier et de deuxiéme rang. 


4. Stocks 


$ 
Produitsifinisweee. ac). 0, oe seve ee. stinks earasts cake dye sree- caress 7,269 
Fournitures et emballa ges oc.....2-.cce-..senvnsccesnacs on caatsteereegrnes 183,056 
UCTS meee ete te eres ce aes eee ns carenssesn pennnssenstvere carta cacanp tas 92,382 
282,707 
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PECHERIES CANADA INC.—Continued 


NOTES COMPLEMENTAIRES 
AU 18 AVRIL 1986—Fin 


5. Préts hypothécaires 


PUBLIC ACCOUNTS, 1985-86 


10. Impéts sur le revenu 


$ 
Prét hypothécaire de premier rang d’une filiale en propriété 
exclusive, sans intérét, encaissable en 1986 ................0008 377,200 
Prét hypothécaire de premier rang, taux d’intérét variable, 
echeant emul 989 ceacn. ves, Metre ommrtere. dete. sgn ie ends deems: 203,023 
580,223 


6. Participations et avances dans une filiale et une compagnie satel- 
lite 
Degré Valeur 
de de 
pro- consoli- 
prieté Coit dation Avances Total 
% $ $ $ $ 
Filiale 
Chantier mari- 
time de 
Gaspé 
Inc! @)ieee 100 432,915 1 567,059 567,060) 
Compagnie 
satellite 
Pécheries 
Atlantiques 
du Québec 
Ince ee 49 106,990 192,020 57,136 249,156 
192,021 624,195 816,216 


a) Les états financiers n’ont pas été consolidés puisque la filiale a cessé ses 
activités et que ses éléments d’actif feront l’objet d’une vente au cours 
de l'année 1986. Le coat du placement dans la filiale et l’avance 4a cette 
méme filiale ont respectivement fait l’objet d’une réduction de $432,914 
et de $979,286. 


b) Encaissable en 1986. 


7. Immobilisations 
Valeur 
comptable 
Coit nette 
$ $ 
PELPAlN Si RAY Re nn ed 4.00 rb ee ee 66,438 66,438 
Batimentsietpava Cesme serene eee 5,749,651 4,690,131 
Mateérielidusine2..ircctesie ro some ne, Sy DN S/7/ 2,913,674 
Matériel, mobilier et agencements de bureau 208,759 108,821 
Mateérieliroulanteusee sce ee eee, 355,494 63,586 
Ameéliorations locatives.....:....c.cce-csssescn-ceeesees 35,935 20,675 
Valeur nette estimative des installations 
ADANGONNCESY peecne Cee ee eee: 250,754 250,754 
11,788,608 8,114,079 
8. Capital-actions 
$ 
Autorisé 
Nombre illimité d’actions ordinaires sans valeur nomi- 
nale 
Emis et payé 
2:379:999 ACtiOnSH mee nies. 2A). B, SOR Peres, SE ROE Oe 31,499,900 
9. Emprunts de banque 


Les créances et les stocks sont affectés a la garantie d’emprunts 
de banque éventuels. 


L’avantage fiscal provenant des pertes comptables n’est pas 
inscrit aux états financiers. Ces pertes susceptibles de réduire les 
impots futurs s’élévent 4 environ $20,953,000 ($8,809,000 au pro- 
vincial) et se détaillent comme suit: 


Montant des pertes fiscales 4 reporter dans les délais suivants: 


Fédéral Provincial 
$ $ 

1) iy Anal es Sek el Bee Sa Sitio a Bs ae ar 397,000 397,000 
1b? 2] 0 Weep a) ny mee SERRE IRE Cae RRO he Salle 798,000 798,000 
15 eee earee aM el eI elias OA Ct ase 5,381,000 341,000 

1S epee soehiale SRST (a. DRA Bees 5,108,000 
W993 hes oot aie 8 nt Nk coos ed Rae ee 1,009,000 1,009,000 
12,693,000 2,545,000 

Montant des écarts temporaires 4 reporter 

sur une période indéterminée ................... 7,900,000 6,264,000 
20,593,000 8,809,000 


La société bénéficie aussi de pertes en capital pour lesquelles 
l’avantage fiscal y afférent n’a pas été comptabilisé. Ces pertes au 
montant de $1,412,000 pourront étre appliquées contre des gains 
en capital éventuels. 

De plus, la société dispose de crédits d’impdt a l’investissement 
de $4,255,000 dont elle pourra se prévaloir dans les délais 
suivants: 


$ 
19S 6 ers ee ce Uon cls ee gtre ts Serene tone. Senne ee ene een 345,000 
Oi eS ee ae ee a Se eS 80,000 
VIDS 8 seessecta dk seeks see ee oer eee a aa Cr ao 112,000 
ND ener ie eee PoP aR ee es eens Pee crctcng acct csncsaeeLSca® 3,051,000 
1 LP Des Beye CGPS tS SCOR HAG OEE eD REESE rECE ONT eRECE CER caetaSaudoueEBehNERREa 662,000 
Ne De ee eee Set oer aie cee plinertace nace er Pa abRe seatennsa sepcodactnacanadeese 5,000 
4,255,000 
11. Contrats 4 long terme de location-exploitation 
Les loyers annuels minimums 4 verser en vertu de baux a long 
terme sur des propriétés louées s’établissent comme suit: 
$ 
Période du 19 avril au 31 décembre 1986 ...................cccc00 24,022 
Exercices se terminant le 31 décembre 
N98 7 5 ccs eccdtoas encarta CA ee oe Th ee ee 41,841 
N98 8 cvcseecs score eetrubeshceR ots cohol Gace s te oe ts eel Oe re 38,460 
1989. s:.0i. aja itperee. co teemtien sic see NN eee eee PR a Ao een 38,460 
142,783 
12. Réclamations 
La société fait présentement l’objet de réclamations pour un 
montant total approximatif de $700,000 a la suite du congédie- 
ment d’anciens employés. Selon les administrateurs de la société, 
il est impossible de déterminer les montants qui pourront faire 
Pobjet de réglements de ces réclamations. Tous les montants pou- 
vant résulter de ces réclamations seront absorbés par les action- 
naires et un tiers. 
13. Evaluation actuarielle 


Conformément a la Loi des régimes supplémentaires de rentes, 
une évaluation actuarielle du Régime de rentes du personnel cadre 
et administratif de Pécheries Cartier Inc. doit étre effectuée en 
date du 31 décembre 1985. Cependant, comme cette évaluation 
actuarielle est présentement en cours, il est impossible de déter- 
miner si l’actif net au 31 décembre 1985 est suffisant pour pour- 
voir aux obligations du régime. Toutefois, la société s’est engagée 
A combler tout déficit déterminé par les actuaires du régime. 
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PECHERIES CANADA INC.—Continued 
AUDITORS’ REPORT 


TO THE SHAREHOLDERS 
PECHERIES CANADA INC. 


We have examined the consolidated balance sheet of Pécheries 
Canada Inc. as at December 31, 1985 and the consolidated statements 
of earnings, deficit and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Company as at December 31, 1985 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Com- 
pany that have come under our notice in the course of our examination 
of the financial statements were, in all material respects, in accordance 
with the Financial Administration Act and regulations thereto, the 
charter and bylaws of the Company and any directive given to the 
Company. 

The accounts for the year ended December 31, 1984, shown for 
comparative purposes, arise from financial statements which were 
examined by other auditors. 


Raymond, Chabot, Martin, Paré & Associés 

Chartered Accountants 
Montréal, Canada 
February 21, 1986 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1985 


ASSETS 1985 1984 
$ $ 
Current Assets 
COPY hates rh oe ae ee Nee cr, ee oe Pe 48,733 37,364 
Accounts receivable (Note 3) ......0..c0cccccccseeeeeeseees 4,660,003 4,141,737 
Income taxes receivable.....................:...c--ee--cesr-+- 331,151 752,814 
Inventories (NOte:4) occeeen een ete mere 1,160,691 2,664,787 
Prepald:expenses' sat ee ee 98,742 147,728 
Instalments on mortgages receivable.................... 34,519 346,513 
6,333,839 8,090,943 
Investments 
Mortgages receivable (Note 5)... $80,278 926,791 
Investments in and advances to a subsidiary and 
a company subject to significant influence 
(NOte:6)' Eire! cnten cant andere oad, 689,162 1,504,735 
1,269,440 2,431,526 
Instalments maturing within one year.................. 34,519 346,513 
1,234,921 2,085,013 
Fixed Assets (Note 7) 
COST ere er eck eas Kia is 11,853,503 10,162,350 
Accumulatedidepreciationin.s..0. uot oe 3,696,982 2,324,783 
8,156,521 7,837,567 
OthemAssets; (Notel8) seas: k-cape oe eee 128,426 1,675,473 
15,853,707 19,688,996 


LIABILITIES 


Current Liabilities 
Banktoans((INote:9) eee eee ee 
Accounts payable and accrued liabilities.......... 


Government Loan, 10.2%, without repayment 


SHAREHOLDERS’ EQUITY 


G@apital Stocki(Notes0) amen rere peter aea 
Deficit:2. 4.5.0 re ee cos 


3,292,000 
484,849 


3,776,849 


104,490 
267,741 
3,000,000 


SAO 
7,149,080 


31,499,900 
(22,795,273) 


8,704,627 


15,853,707 
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2,066,331 
1,615,536 


3,681,867 


145,299 
3,000,000 


3,145,299 
6,827,166 


28,500,000 
(15,638,170) 
12,861,830 


19,688,996 


The accompanying notes are an integral part of the consolidated financial statements. 
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PECHERIES CANADA INC.—Continued 


CONSOLIDATED DEFICIT 
YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 

Balance, beginning of year 

ASSpreviOUSlysne POLteG rtemre eee merece erin ce 16,245,685 

Prior period adjustment (Note 11)... (607,515) 

PR SIFESTALEC coer eee eee ee cen nieeeet 15,638,170 
IN et LEOSS Se ee erie ne ee EM re Se 7,157,103 15,638,170 
Balancevend ofsyeatine ete eees erence mee: 22,795,273 15,638,170 


Se Reg ti SE 
The accompanying notes are an integral part of the consolidated financial 
statements. 


CONSOLIDATED EARNINGS 
YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
Sales; create recs teh te eee ee aon he terenn te? 15,521,760 10,987,298 
Cost of Sales 
Inventories, beginning of year ...............cce 2,664,787 
Manufacturing (costae see ee once tee 17,717,278 15,642,761 
20,382,065 15,642,761 
Inventories; end olsyeatc. cress eees roosts 1,160,691 2,664,787 
19,221,374 12,977,974 
GOSS OSS He eres aerate iva Atoms 3,699,614 1,990,676 
ScllingsiExpenseseme anette te wnacscreesn tne 505,476 408,845 
Administrative Expenses... ee eee 1,568,746 1,463,644 
OperatingiExpensesmeersesr ct ete taoe.oteerscnccarss 595,146 5,087,078 
Financial Expenses (of which $10,647 relate to 
long=termidebt) rere tec ass cscsteste ae anes 378,049 103,714 
IAMOrfizationol GOOG Willige cece te eeerere 152,022 152,020 
3,199,439 7,215,301 
Others ncome see eas eer casec teense 316,340 786,095 
2,883,099 6,429,206 
Loss before share in earnings of a subsidiary and a 
company subject to significant influence ............. 6,582,713 8,419,882 
Subsidiary. suena etree isn cts encase 641,230 325,250 
Company Subject to Significant Influence ............. (36,954) (69,458) 
604,276 255,792 
Loss before extraordinary iteMS..............cccceee 7,186,989 8,675,674 
Extraordinary Items (Note 12) 0.0.0.0... (29,886) 6,962,496 
IN GtilOSS ete tee Me cre ree cecal oenoncee ment ea 7,157,103 15,638,170 


The accompanying notes are an integral part of the consolidated financial 
statements. 
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CONSOLIDATED CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
Source of Funds 
Instalments on mortgages receivable................... 34,519 
Proceeds on sale of shares of a company subject 
tojsignificantemtluenCe nee ae 76,097 
Proceeds from sale of fixed assets ..............:0c008 277,831 1,074,328 


Decreasesin-otheriassets). 622... kn meen 8,851 


Mong-tenm Loans terns eerie. acta renee ae 104,490 
Deferred:creditSxccns). ste. ohh ots be 165,702 145,299 
MinonitysintenestSare..-< tue crgene caer 3,000,000 
Issue oficlass -SAc shares uo edie oe eet er 2,999,900 28,500,000 
Gain on actuarial surplus of a former pension 
fund wee Ws. AOU RRS AR. CO ee 1,888,600 
5,555,990 32,719,627 
Application of Funds 
Funds used in operations (Note 16) ...........0005 4,795,707 7,329,639 
Loss on discontinued operations..................005 236,499 1,325,966 
Incremental costs relative to acquisitions............. 2,743,579 
Total assets acquired from wound-up subsidiar- 
beara eee ren hee Soa int ie alee mere ten ft 4,391,279 
Mort gagesireCelVa len terete cree acre etree 566,100 
Additions to fixed assets 25. ..cs.ctetesctetensceteecsatnesse 2,099,581 11,273,999 
Otherassets). f10. BAe Oe ee ee 38,867 
Advances to a subsidiary and a company subject 
tolsignificantiniluences..-.c-e rene 276,289 641,122 
7,408,076 28,310,551 
Increase (Decrease) in Funds...01.....2.c.2 tess. sceneete (1,852,086) 4,409,076 
Working Capital, beginning of year 
IAS} DKEVIOUSLY TEPONteC ee eres er cars esterase ete 3,656,262 
Prior period adjustment (Note 12)... 752,814 
DASGTEST ALEC ccd Sen ee eee ee eee Sot esa mera 4,409,076 
Working Capital end ofiycatierrsuecete testa 2,556,990 4,409,076 


pee i ae ae 
The accompanying notes are an integral part of the consolidated financial 
statements. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Governing Statute and Nature of Operations 


Pécheries Canada Inc., incorporated under the Canada Busi- 
ness Corporations Act, is subject to the Financial Administration 
Act and, in addition to being an agent for Her Majesty in Right 
of Canada, is wholly-owned by the Crown of Canada. 

Since its incorporation, the Company has as principal objective 
to hold the shares of Cartier Fisheries Inc. which exercises its 
activity in the province of Québec where it is mostly an important 
processor and an international distributor of fishery products. 


2. Summary of Accounting Policies 
Principles of Consolidation 


The consolidated financial statements include the accounts of 
the Company and its subsidiary Cartier Fisheries Inc. They do not 
include the accounts of the subsidiary Chantier Maritime de 
Gaspé Inc. because it ceased its operations during the year. More- 
over, the investment in a company subject to significant influence 
Pécheries Atlantiques du Québec Inc. (previously a subsidiary) 
has been recorded at equity value. 

For comparison purposes, the accounts of these subsidiaries 
have not been consolidated in 1984. 


Inventories 


Finished goods are valued at the lower of cost and net realizable 
value. Cost is determined by the average cost method for invento- 
ries at the end of the year and the first in, first out method for 
inventories at the beginning of the year. 
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PECHERIES CANADA INC.—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


There is no significant effect on the earnings of the year due to 
the change in method. 
Fixed Assets 


Fixed assets are recorded at historical cost and depreciated over 
their estimated useful lives according to the straight-line method 
at the following annual rates: 


Buildings and paving 2”%2% to 10% 
Plant equipment 1242% to 20% 
Office equipment, furniture, fixtures and 

leasehold improvements 20% 


Automotive equipment 30% 


Deferred Credits 


Amounts relative to refundable investment tax credits are 
recorded as deferred credits and are amortized on the same basis 
as depreciation of fixed assets for which the investment tax credits 
were recorded. 


Foreign Currency Translation 


Accounts in foreign currencies are translated into Canadian 
dollars under the temporal method as follows: 


Cash, accounts receivable and accounts payable are translated 
at the exchange rate in effect at the balance sheet date; 


Sales and purchases are translated at rates in effect at transac- 
tion dates. 
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3. Accounts Receivable 
1985 1984 
$ $ 
Trade accounts (of which $212,763 are from a 

company subject to significant influence; 

S317n ou iINslOS4 ) ce mentenercdmenurteecermertaee .3 1,826,266 3,302,161 
ALGVANCES:10 fISHEGIN CNet eee eee 204,103 205,303 
Amounts receivable relative to the former Fédé- 

ration des pécheurs unis du Québec 

PLTUSTCC Bec cnc cs crcent ote eee eet ene ee 373,920 364,787 

Pension fund |... eee are retin ct eneae 1,964,400 
QUNGESs5 eer crseactccttee ee eee eae 291,314 269,486 


4,660,003 4,141,737 


Certain advances to fishermen are secured by first and second 
marine mortgages. 


. Inventories 
1985 1984 
$ $ 
Raw-materials ".i32e seme er ee re 216,358 
Finished goods. hears: nen cee tee. 891,684 1,980,561 
Supplies and packaging materials ........0.0.0.0.0....0. 209,167 347,906 
Others fc cce2 08 eee ee enn eed 59,840 119,962 


1,160,691 2,664,787 


. Mortgages Receivable 


1985 1984 
$ $ 

First mortgage receivable from a wholly-owned 

subsidiary, without interest or repayment 

REPS, Ve ee ee ee en eee ea 377,200 377,200 
First mortgage receivable, varying interest rates, 

maturingan: [O89 eae eeee tee... teteeeee c. 203,078 236,591 
Mortgage receivalblenlls\ oem teen arene: 313,000 


$80,278 926,791 
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PECHERIES CANADA INC.—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


6. Investments in and Advances to a Subsidiary and a Company 


Subject to Significant Influence 
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1985 1984 
Percent- 
age 
of Percentage 
Owner- Equity of Equity 
ship Cost Value Advances Total Ownership Cost Value Advances Total 
% $ $ $ % $ $ $ $ 
(a) 
Subsidiary 
Chantier maritime 
de Gaspé Ince. ...... 100 432,915 (924,999) 1,416,552 491,553 100 432,915 104,789 1,163,852 1,268,641 
Company subject to 
significant influ- 
ence (subsidiary 
in 1984) 
Pécheries Atlan- 
tiques du Québec 
Inc fee ee 49 106,990 174,020 23,589 197,609 75 163,760 236,094 236,094 
(750,979) 1,440,141 689,162 340,883 1,163,852 1,504,735 
(@) The equity value at December 31, 1984 includes goodwill on consolidation of $406,041 which has been written-off on December 31, 1985. 
7. Fixed Assets 10. Capital Stock 
1985 1984 Authorized 
Net Net Unlimited number of shares without par value 
Book Book 
Cost Value Cost Value 1985 1984 
$ $ $ $ $ $ 
anderen hee 66,438 66,438 66,438 66,438 Issued and fully paid 
Buildings and paving 5,749,651 4,690,131 5,551,293 4,826,363 2,879,999 shares (of which 29,999 were 
Plant equipment ........ 5,111,377 2,903,474 3,484,310 2,146,331 issued for $2,999,900 in cash during the 
Office equipment, VAT) Porc mente tence net enema Renee 31,499,900 28,500,000 
furniture and fix- aa ae ae ae eT 
tunes: 2) eo ek. 207,820 120,003 129,794 90,588 : : : 
Automotive. © equip: 11. Prior Period Adjustment 
Ment. weet reat. Cor 413,528 88,433 412,474 195,668 During the year, the Company received an amount of $752,814 
Leasehold _improve- as a refund of investment tax credits for investments made during 
MENS 2... tcc. be 53,935 37,288 29,309 23,447 the preceding year. The amount of $752,814 has been recorded as 
Estimated net realiz- a prior period adjustment and resulted in the following changes in 
pbledyainenonmdis; the financial stat t items as at December 31, 1984: 
continued facilities 250,754 250,754 «488,732 ~——-488,732 pesca tae , 
11,853,503 8,156,521 10,162,350 7,837,567 $ 
Balance Sheet 
Increase in income taxes receivable ..............cccccceeeeeees 752,814 
8. Other Assets Increase in deferred Credits .........cccccccssssscecssvesessesvesesveseeseeee (145,299) 
1985 1984 Increase in retained Earningsi.....s-.0i..cccesences.seescterereuerens> 607,515 
$ $ 
Good Will ere eee es Ce nee cara 1,368,196 Earnings 
Fishing: permitstc0.-2 ee ce ee eee eat asee 170,000 Decrease inioperatingiexpenses--..- ne een eee 607,515 
Investments and deposits, at COSt ........... cee 128,426 137,277 
128,426 1,675,473 ; 
12. Extraordinary Items 
985 1984 
9. Bank Loans $ 5 
ie ica loans are secured by an assignment of book debts and Loss from discontinued operations .................. 236,499 1,325,966 
aye F Gain on actuarial surplus of a former pension 
fund, less related expenses of $75,800 
(INotes3 Pee crn ree, eee (1,888,600) 
Write-off of goodwill ............... Rent aoe eer 1,216,174 
Write-off of goodwill of consolidation............. 406,041 
Loss on discontinuance and disposal of plants 2,892,951 
Incremental costs relative to acquisitions of 
fixed assets of the former Fédération des 
pécheurs unis du Québec ........... ee 2,743,579 
(29,886) 6,962,496 
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PECHERIES CANADA INC.—Concluded 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


13. Long-Term Leases 


The Company has a commitment to pay a total amount of 
$253,200 for the rental of buildings under long-term leases expir- 
ing in 1989. 

The rental expense for the year ended December 31, 1985 
aggregates $63,300 ($60,000 in 1984). The lease payments for the 
next four years are $63,300 per annum. 


14. Transactions with a Company Subject to Significant Influence 


During the year, sales concluded with a company subject to sig- 
nificant influence aggregate $493,574 ($238,480 in 1984). These 
sales represent approximately 3% of the Company’s sales. 


15. Income Taxes 


The tax benefit resulting from the losses carry-forwards is not 
recorded in the financial statements. These losses available to 
reduce future income taxes, aggregating $16,922,487, are detailed 


as follows: 
Amount of the losses carry-forwards for tax purposes expir- $ 
ing within the following years: 
LOS Ree eee rer. Lie, SANS etre eae Sete eer £09. 1 397,229 
ISS) Var na: ease tren aoe PRS Aer eer hae MLS tea tec Sa eee eee 798,047 
LOO Nhe mets € eee terre oR en tne. Merce ane heh ecco Ae Beso 5,381,275 
9.92 aes Ah hee rae leone. Arcs ove Rew, ARMIN or car ee A 6,484,288 
13,060,839 
Amount of the timing differences to be deferred over an 
indetinite periods e Serotec retire erence meen te 3,861,648 


16,922,487 


In addition, the Company has investment tax credits of 
$4,251,121 which are available as follows: 


$ 
19 8. G eter emer te ee eRe neers eke e vine ae wie rere 345,567 
VS 7 eee eek ene encanta mestone gs scanyawstatnievedhtaseesess tans eve 79,639 
NOS 8 reece sey ence erecta tea elie tar iracetoass sages asec er 111,895 
VOOM ies a sane cre ote Fcc cenit cast seed ate case nba teaee ace 3,051,212 
NSA Et SA OLAS A oe 8 ee Oe 8 Rete Re, ee ene Oe oo 662,808 
4,251,121 
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16. Funds Used in Operations 
1985 1984 
$ $ 

Loss before extraordinary items....................... 7,186,989 8,675,674 
Items not affecting funds 

Loss on sale of shares of a company sub- 

ject to significant influence .................... (5,448) 

Profit (loss) on sale of fixed assets .............. 18,672 (121,398) 

Depreciation Wiersma re tia na ees dhe brates, (1,521,468) (968,845) 

Amortization of goodwill .......0.......cccccccc.-.. (152,022) 

Write-off of a fishing permit........................ (170,000) 

Amortization of deferred credits.................. 43,260 


lide 


Share in earnings of a subsidiary and 

a company subject to significant 
Influence”.< =< 4. @ MOU rae Wise St (604,276) (255,792) 
4,795,707 7,329,639 


— 


Contingency 


As at December 31, 1985, the Company is contingently liable 
for the endorsement of a bank loan of a subsidiary amounting to 
$300,000. As at that date, the bank loan amounted to $245,000. 
Any payment which might result from this endorsement would be 
charged to the earnings of the period in which the settlement 
occurs. 


. Actuarial Evaluation 


According to the Supplementary Pension Plans Act, an 
actuarial evaluation of the pension plan of officers and adminis- 
trative personnel of Cartier Fisheries Inc. must be carried out as 
at December 31, 1985. However, since this actuarial evaluation is 
presently underway, it is impossible to determine if net assets as at 
December 31, 1985 are sufficient to cover the liabilities of the 
plan. Nevertheless, the Company has a commitment to cover any 
deficit as determined by the actuaries of the plan. 

Any payment which might result from this contingency would 
be charged to the earnings of the period in which the settlement 
occurs. 


. Comparative Figures 


Certain comparative figures have been reclassified to conform 
with the presentation adopted in the current year. 
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SUMMARY PAGE 


PETRO-CANADA 


MANDATE 


To explore for, research, develop, produce and distribute hydrocarbons and other types of fuel and energy, and to 
engage or invest in ventures related thereto. 


BACKGROUND 


The Corporation has grown in 10 years of operation to employ 10,600 people and has $8.8 billion in total assets. Its 
growth was principally from its acquisition, in succession, of Atlantic Richfield, Pacific Petroleums, Petrofina, BP 
Canada and Gulf Canada rights and other assets but, as well, major new investments have been made by the 
Corporation in frontier drilling. It is a significant share-owner in the promising Hibernia offshore field and is a 
participant in Beaufort Sea and in Venture (Nova Scotia) fields, and in the Syncrude tar-sands operation. 


CORPORATION DATA 
HEAD OFFICE P.O. Box 2844 

1000, 407 - 2nd Street, S.W. 

Calgary, Alberta 

T2P 3E3 
STATUS — Schedule C, Part II 

— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
DATE AND MEANS By the Petro-Canada Act (S.C. 1975, C. 61) proclaimed July 30, 
OF INCORPORATION 1975. 
CHIEF EXECUTIVE Wilbert H. Hopper 


OFFICER AND CHAIRMAN 


AUDITOR Arthur Anderson and Co. 
Peat, Marwick, Mitchell and Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 1983 1982 
(restated) 
At the end of the year 
ET XUAN SSCS Serres eae tee fc ee ne erences A od 0 ee 8,846 8,966 8,239 {Pee y 
Obligations: toithe private sector f....c.tc rete ene 2,045 1,469 1,583 1,795 
Obligations to Canadas anes a..30 Gc seein ee ee ee eee nil nil nil nil 
Bauity-of Canada: 72rd erst coerce nie eee 3,642 4,479 4,010 3,342 
Cash from Canada in the year 
DUC SCRALY isch p isk ee Re IM ee aan I aE (50)* nil nil nil 
= NON-DUCSeLALY: fscich Dla eerie ces ate or eee ee nil 425 642 1,306 


* Dividend to Canada 
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PETRO-CANADA 


MANAGEMENT?’S RESPONSIBILITY FOR THE FINANCIAL 
STATEMENTS 


The financial statements have been prepared by management in 
accordance with generally accepted accounting principles appropriate 
in the circumstances. Management is responsible for the other infor- 
mation in the Annual Report, which is consistent, where applicable, 
with that contained in the financial statements. Management is also 
responsible for installing and maintaining a system of internal control 
to provide reasonable assurance that reliable financial information is 
produced. The Corporation has an internal audit department whose 

functions include reviewing the systems of internal control to ensure 
that they are adequate and functioning properly. 


The Board of Directors is responsible for ensuring that management 
fulfills its responsibilities for financial reporting and internal control. 
The Board exercises its responsibilities through the Audit Committee 
of the Board, a majority of which is composed of directors who are not 
employees of the Corporation. 


The Committee meets with management, the internal auditors and 
the external auditors to satisfy itself that responsibilities are properly 
discharged and to review the financial statements. 


The external auditors conduct an independent examination, in 
accordance with generally accepted auditing standards, and express 
their opinion on the financial statements. Their examination includes a 
review and evaluation of the Corporation’s system of internal control 
and appropriate tests and procedures to provide reasonable assurance 
that the financial statements are presented fairly. The external audi- 
tors have full and free access to the Audit Committee of the Board. 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1985 


(in thousands of dollars) 


ASSETS 1985 1984 


(Restated) 


Current Assets 


Cashtandishort-tennLGeposits: ame eee ee ee 32,819 
Accountsyreceivable t= 28, Seek ne Pe 1,307,339 836,854 
Inventoriesi(Note:4) see cr eee eee ee 1,109,451 845,715 
INCOME taXesiTECOVELADICE aa een ee net 10,413 23,036 
Deposits and prepaid expenses ................:ccccccseseseseeeees 33,157 21,394 


2,460,360 1,759,818 


Benvestimentss(NOteo) nec. earscscc came teen arate 290,843 594,234 
Property, Plant and Equipment, net (Note 6)................ 6,030,165 6,513,940 
64,724 98,172 


mpcterred Charges (INOLes))) peace eee eae 
| 


8,846,092 8,966,164 


Approved on behalf of the Board: 


‘W.H. HOPPER 
‘Director 


W. McBURNEY ELLIOTT 
Director 
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AUDITORS’ REPORT 


TO THE HONOURABLE PAT CARNEY, P.C., M.P. 
MINISTER 

ENERGY, MINES AND RESOURCES CANADA 
HOUSE OF COMMONS 


We have examined the consolidated balance sheet of Petro-Canada 
as at December 31, 1985 and the consolidated statements of earnings, 
retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly 
the financial position of the Corporation as at December 31, 1985 and 
the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting 
principles applied, after giving retroactive effect to the change in the 
method of accounting for investment tax credits as explained in Note 2 
to the consolidated financial statements, on a basis consistent with that 
of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration and its consolidated wholly-owned subsidiaries that have 
come to our notice in the course of our examination of the consolidated 
financial statements of Petro-Canada were, in all significant respects, 
in accordance with the Financial Administration Act and the regula- 
tions thereto, the charter and by-laws of the Corporation and its con- 
solidated wholly-owned subsidiaries and any directives given to the 
Corporation. 


Peat, Marwick, Mitchell & Co. 
Chartered Accountants 


Arthur Andersen & Co. 
Chartered Accountants 
Calgary, Canada 
February 20, 1986 


LIABILITIES AND SHAREHOLDER’S EQUITY 1985 1984 
(Restated) 


Current Liabilities 


Outstanding chequesiless: cashews = ne ee 22,344 

Short-terminotes payablemenn seis ee eee 531,539 
Accounts payable and accrued liabilities .................... 1,489,160 807,913 
Current portion of long-term debt 0.0.0.0... 20,430 47,102 
2,063,473 855,015 

Eong-hermisiabilitics teeters ee ne 197,516 
ong-KermiDebi (Notes pes se suerte yn ease ws 269,131 109,947 
Advances on Future Natural Gas Deliveries.................. 145,488 173,436 
Minority Interest in Subsidiaries ........0.00..00.cc ccc 419,813 
DeferrediIncomedaxeSea see eee, ee 1,303,901 Le Oliges72 
Redeemable Preferred Shares (Note 9) ......0.....ccccc 1,224,217 1,312,080 
Capital (Notes) 0) xceerc seer rennet. Nee eet 4,161,072 4,161,072 
Contributed Surplus careers iets ere lace 62,461 
RetainediEanningsi(Deticit)ineease eee eee ee (518,706) 254,968 
3,642,366 4,478,501 
8,846,092 8,966,164 
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PETRO-CANADA—Continued 


CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1985 


(in thousands of dollars) 


Revenue 
Operatingy Syehte sree cree eet co. oe 
Investment and other incomes...ccas eee a 


Expenses 
Crude oil and product purchases .....0......0..c:00 
Rroducin ceandsneni nin Sec en entrees errata 
Marketing, general and administrative................ 
Taxes other than income taxes (Note 11)............ 
Depreciation, depletion and amortization............ 
Interestionvong-termidebtteee = een eeereen se 


Earnings before Undernoted Items............0....00. 


Provision for Income Taxes (Note 12) 
Deferredies...2n eerie te 4 tees eee: ae 
CURRED tasareceds, et os een eee eee eevee hey aa 


Minorityilinterestes seas sett en tke tee se 


Earnings before Unusual Items and Dividends on 
Redeemable Preferred Shares...iecsse.ce cee 
Winusualiltemsi(Notesl(3) eereersee ese rene ee: 
Net Earnings (Loss) for Year Before Dividends on 
Redeemable Preferred Shares................c0000:0006 
Dividends on Redeemable Preferred Shares 
INO G39) Waeee ca tere eevee cane ne xc ee a, 


Net Earnings (Loss) for Year After Dividends on 
Redeemable Preferred Shares..............0:..:c0c0:000 


1985 


5,300,097 
80,834 


5,380,931 


2,901,164 
552,746 
552,548 
427,576 
410,190 

24,264 


4,868,488 
512,443 


295,776 
44,887 


340,663 


171,780 
2,100 


173,880 
864,901 


(691,021) 


78,314 


(769,335) 


1984 


(Restated) 


4,881,293 
107,470 


4,988,763 


2,780,170 
475,331 
403,170 
343,784 
362,994 

11,324 


4,376,773 
611,990 


309,418 
75,501 
384,919 
227,071 
4,961 


232,032 


232,032 


100,083 


131,949 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1985 


(in thousands of dollars) 


Retained Earnings at beginning of year, as previ- 
OQUSIVanePONt eM iece na nar aem ome eter ee era: Pecereceat a’ 
Retroactive application of change in accounting 
policy for investment tax credits (Note 2) ........... 


Retained Earnings at beginning of year, as 
TOS ALCO Ure ret ete Scere oes een ee ee a Re 
Net earnings (loss) for year before dividends on 
Redcemmablesprererked Sales aes. eee eeea 
Dividends—Redeemable preferred shares .............. 
== COMMONISHALCS as meee eee 
Exchange adjustment on redemption of redeem- 
ADIEIDTELe She GUS ALCS manatee rere ee ere eee 
Transfer from contributed surplus.........0.00......00000.. 


Retained Earnings (Deficit) at End of Year............ 


1985 


353,046 


(98,078) 


254,968 

(691,021) 
(78,314) 
(50,000) 


(16,800) 
62,461 


(518,706) 


1984 


212,027 


(78,578) 


133,449 
232,032 
(100,083) 


(10,430) 


254,968 
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CONSOLIDATED STATEMENT OF CHANGES 


IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1985 


(in thousands of dollars) 


Internally Generated Cash 
Working capital provided from operations 
(NOG 1A) ce er ee ee ee ee 


Investment Activities 

Acquisition of Gulf Canada Limited assets 
CIN OUENS ) eer cece eet ence feces 

Expenditures on property, plant and equipment 

Petroleum Incentive Program grants.................... 

Increase (decrease) in investments, net................ 

(Increase) decrease in minority interest in sub- 
SidiaTieS|fs..: ches he ees.) toed es tere 


CNOte IS iene rae eee a eer 


Financing Activities and Dividends 
Proceeds from issue of short-term notes payable, 


Proceeds from issue of long-term debt ................. 
Redemption of redeemable preferred shares ...... 
Dividends —Redeemable preferred shares ......... 

=—Commomshafres ss ne 
Reduction ofvlong-termidebtte eet 
Issueloficommon| Sates eee. na eee 


Cash and Short-Term Deposits (Deficiency) at 
End ofey Ca ry ie... seco eter nee eee se eee ee 


1985 


870,238 


63,979 
(27,948) 
906,269 


713,947 

1,059,192 
(348,526) 
(329,772) 


295,755 


(15,628) 
3,892 


1,378,860 


SS 15539 
165,275 
(104,663) 
(78,314) 
(50,000) 
(46,409) 


417,428 
55,163 
32,819 


(22,344) 


1984 
(Restated) 


896,136 


51,454 
20,266 


967,856 


1,130,965 
(380,304) 
282,103 

(1,859) 


135,480 
14,014 


1,180,399 


(92,435) 
(100,083) 


(42,704) 


425,000 
189,778 


22,765 


55,584 


32,819 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985 
(tabular amounts shown in thousands of dollars) 


1. Summary of Significant Accounting Policies 


(a) 


(b) 


(c) 


(d) 


(e) 


Basis of Consolidation 


The consolidated financial statements include the accounts of 
Petro-Canada, an agent of Her Majesty in the right of 
Canada, and of all subsidiary companies (“the Corporation”’) 
except Canertech Inc., which is excluded for the reason 
described in Note S. 


The excess of the consideration paid for the shares of subsidi- 
aries over the underlying net book values at the dates of 
acquisition is attributed to the related assets acquired and is 
amortized over the life of these assets. 


Inventories 


Inventories are valued at the lower of cost and net realizable 
value. 


Investments 


The Corporation accounts for investments in companies over 
which it has significant influence on the equity method. 
Other long-term investments are accounted for on the cost 
method. 


Property, Plant and Equipment 


The Corporation accounts for its investment in oil and gas 
properties on the full cost method whereby all costs relating 
to the exploration for and development of oil and gas reserves 
are capitalized. Such costs include those related to lease 
acquisitions, geological and geophysical activities, lease rent- 
als on non-producing properties, drilling both productive and 
non-productive wells and overhead related to exploration. 
The Corporation applies a “ceiling test”, to capitalized costs 
in each producing cost centre, to ensure that such costs do 
not exceed the estimated future net revenues from production 
of proven reserves, at prices and operating costs in effect at 
the balance sheet date, together with the estimated fair mar- 
ket value of unevaluated properties. 


Separate cost centres have been established for non-frontier 
Canada, the Syncrude Project, producing in situ oil sands, 
other oil sands leases and each Canadian frontier area and 
foreign area in which the Corporation has an interest. 


The interest cost of debt attributable to the construction of 
major new facilities is capitalized during the construction 
period. 


Substantially all of the Corporation’s exploration and pro- 
duction activities related to oil and gas are conducted jointly 
with others. Only the Corporation’s proportionate interest in 
such activities is reflected in the financial statements. 


Depreciation, Depletion and Amortization 


Costs incurred in non-frontier Canada, the Syncrude Project, 
in situ oil sands and in producing foreign cost producing cen- 
tres are depreciated or depleted separately on the unit of pro- 
duction method based on estimated proven recoverable oil 
and gas reserves. For purposes of calculating depreciation 
and depletion, natural gas production and reserves are con- 
verted to equivalent units of crude oil based on the relative 
energy content of each commodity. 


Annual costs incurred in the other cost centres are amortized 
on a straight line basis over the period during which explora- 
tion activity in each cost centre is expected to continue. 


(f) 


(g) 


(h) 


(i) 


G) 
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When exploration proves to be successful, as when an 
indicated commercial discovery is made, amortization is sus- 
pended and the unamortized balance of the cost centre is 
depleted on the unit of production method when production 
commences. When exploration proves to be unsuccessful and 
the cost centre is condemned or abandoned, the unamortized 
balance of that cost centre is charged to earnings at that 
time. 


Depreciation of other plant and equipment is provided on 
either the unit of production method or the straight line 
method as appropriate. Straight line depreciation rates are 
based on the estimated service life of the related asset. 


Deferred Charges 


Costs relating to the removal of overburden from oil sands 
which will be mined in future years are deferred and are 
charged to earnings when the related oil sands are mined. 


Federal Petroleum Compensation Program 


Amounts received under the Federal Compensation Program 
for oil imports are deducted from the cost of crude oil and 
product purchases. Amounts received under the Federal 
Compensation Program for synthetic crude oil are included 
in operating revenue. 


Income Taxes 


The Corporation makes full provision for income taxes 
deferred as the result of claiming depreciation, exploration, 
development and other costs for income tax purposes which 
differ from the related amounts charged to expense in the 
financial statements. 


Translation of Foreign Currency 


Current assets, except inventories and prepaid expenses, cur- 
rent liabilities and long-term debt are translated at rates of 
exchange in effect at the balance sheet date. Long-term 
assets, inventories, prepaid expenses, deferred income taxes 
and redeemable preferred shares are translated at rates of 
exchange in effect at the respective transaction dates. Reve- 
nue and expense items are translated at the average rates of 
exchange in effect during the year, except for depreciation, 
depletion and amortization which reflect rates of exchange in 
effect when the assets were acquired. 


The resulting exchange gains or losses are included in earn- 
ings, except for unrealized exchange gains or losses arising on 
translation of long-term debt which are deferred and amor- 
tized over the remaining term of the debt. 


Foreign operations are integrated with the Corporation’s 
other activities and are translated in the above described 
manner. 


Pension Plans 


Costs of pension benefits for current services of employees 
are funded and charged to earnings as they accrue. Costs 
arising from amendments to pension plans which relate to 
services of employees in prior years and experience deficien- 
cies are funded in accordance with applicable pension legisla- 
tion and charged to earnings over periods not exceeding fif- 
teen years. 


300 


PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


PUBLIC ACCOUNTS, 1985-86 


2. 


3: 


Change in Accounting Policy 


During 1985 the Corporation changed its method of accounting 
for investment tax credits in accordance with the recommenda- 
tions issued by the Canadian Institute of Chartered Accountants. 
Investment tax credits, previously recognized on a flow through 
basis, are now accounted for by the cost reduction method. This 
change has been applied retroactively and the prior year’s finan- 
cial statements restated. 

The effect of this change in 1985 has been to increase the net 
loss for year after dividends on redeemable preferred shares by 
$13,483,000. 


Acquisitions 
(a) Gulf Canada Limited (“Gulf’) Refining and Marketing 
Assets 


Effective September 30, 1985, the Corporation acquired cer- 
tain refining and marketing assets from Gulf for an initial 
cash consideration of $611,000,000. Additional costs, relat- 
ing to the acquisition, in the amount of $102,947,000 have 


5. Investments 
Investments consist of: 


19851984 

At equity 

Westcoast Transmission Company Limited ............. 181,299 176,984 

Petro-Canada Gentresen. ee ee eee 24,091 222,505 

Sédpex Ine oe fet seewuneeis.etvee: anpit aeutes races Ree ee: 22,602 15,334 

Others te ee ee an Lec ee 11,839 4,418 
At cost 

Mortgages and other investments................:000ce 51,012 43,114 

Cash held for use in tender offer ...................0::0c 131,879 


GanertechiIne ss ahsccee nce eter eS 
290,843 594,234 


Westcoast Transmission Company Limited (““Westcoast”’) 


At December 31, 1985 the Corporation held 31.1% of the total 
outstanding common shares of Westcoast. 


been accrued. 
The net assets acquired, at attributed values, consist of: 


Property, plant andiequipmentiete.....cnecneerees ene 406,850 
Investmentsdxens Snes PO eee Orn 2. aera 14,487 
Net:workingicapitall...5...see entre ee eye eee ee 292,610 


713,947 


In addition, the Corporation has agreed to purchase the 
Edmonton refinery assets for an aggregate cash consideration 
of $275,000,000 by the earlier of February 27, 1987 or thirty 
days after the dissolution of a partnership which currently 


owns the assets. 
(b 


— 


Petro-Canada Products Inc. (“Products’’) 


The cost of the investment in Westcoast exceeded the underly- 
ing net book value at the dates of acquisition. This excess is being 
amortized over the estimated useful lives of the underlying assets 
to which it is attributed by charges against the Corporation’s 
share of Westcoast’s net earnings. 

Westcoast is a regulated utility and is subject to regulatory 
directives which may change the components of the cost of ser- 
vice. Changes resulting from such directives do not have a direct 
effect on net earnings due to rate of return on rate base consider- 
ations which are also taken into account in the regulatory process. 

At December 31, 1985 the quoted market value of the Corpora- 
tion’s investment in Westcoast was $227,517,000 (1984— 
$190,924,000). 


Petro-Canada Centre 
At December 31, 1985 the Corporation held 50% of a joint ven- 


Pursuant to a tender offer dated February 28, 1983 the Cor- 
poration committed to acquire all of the outstanding voting 
and non-voting shares of Products (formerly BP Refining and 
Marketing Canada Limited). During 1985 the Corporation 
completed its acquisition of Products by purchasing the 
remaining non-voting shares for a consideration, including 
related expenses, of $301,953,000. The aggregate cost of 


ture which owns Petro-Canada Centre, an office complex in Cal- 
gary. The Corporation has entered into a long-term lease for use 
of a portion of the complex (Note 20) and has guaranteed 
$286,000,000 of long-term debt related to the facility. 
Sedpex Inc. 


At December 31, 1985 the Corporation held 50% of the total 


acquiring the shares of Products was $424,704,000. 


Funds for the 1985 share purchase were provided from cash 


held for use in tender offer and an issue of long-term debt. 


4. Inventories 


Inventories consist of: 


1985 1984 
Crude oil, refined products and merchandise ........ 1,043,335 768,774 
Matentals:andtsupplicsmes ance neem ta rnnre a ee 66,116 76,941 


1,109,451 845,715 


outstanding common shares of Sedpex Inc., a company which 
owns a semi-submersible drilling vessel. This vessel is under lease 
to the Corporation (Note 20). 


Canertech Inc. (“Canertech”’) 


The accounts of Canertech, a wholly-owned subsidiary com- 
pany, have been excluded from consolidation because a formal 
plan exists to dispose of the investment in the subsidiary. In 
response to a directive by the Government of Canada, the Corpo- — 
ration incorporated Canertech in 1981 to develop alternate energy 
sources. At that time the Government indicated its intention of 
purchasing the Corporation’s investment at cost and establishing 
Canertech as an independent Crown corporation. During 1984 the 
Government directed the Corporation to bring about the dissolu- 
tion of Canertech. The Corporation is proceeding with the 
implementation of this directive. The Corporation’s investment in 
Canertech is carried in the accounts at its original cost of $1. 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


6. Property, Plant and Equipment 


Property, plant and equipment consists of: 


1985 1984 
Accumulated 
Depreciation, 
Depletion and 
Cost* Amortization Net Net 
Oil and gas 
Canada 


—Non-frontier areas 3,911,728 + = 821,373 3,090,355 3,068,344 
—Frontier areas......... 1,011,122 795,268 215,854 915,270 
ROreign cere 163,394 106,786 56,608 81,133 
Refining and marketing 2,016,063 279,178 1,736,885 1,375,598 


Oil sands 
Syncrude Project ....... 618,542 92,698 525,844 486,361 
Producing in situ ....... 85,431 5,016 80,415 
Other oil sands........... 197,541 197,541 207,457 
Natural gas liquids........ 202,865 59,674 143,191 128,885 


Other property and 
equipments 342,621 161,608 181,013 250,892 


8,549,307 2,519,142 6,030,165 6,513,940 


*Cost is net of related Petroleum Incentive Program grants and investment 
tax credits. 


. Deferred Charges 


Deferred charges consist of: 


1985 1984 


At cost 
Oil sands overburden removal Costs ................ccccccceeeee- 44,395 41,511 
Less portion related to oil sands to be mined within 
ONE VCO Tree remanence ne creer St 1 heehee a 14,032 10,730 
30,363 30,781 
Polar: Gas\Projecteec 3 eas bance eek Nee eet 1,534 17,617 
At amortized cost 
Translation adjustment on long-term debt................... 19,884 9,085 
Marketing reidentification:...) 0.02 eee 28,588 
Otherseer eWeek es Pee el ees mars Bek 12,943 12,101 


64,724 98,172 


301 
8. Long-Term Debt 
Long-term debt consists of: 
Maturity 1985 1984 
In Canadian dollars 
8.25% unsecured notes................. 1993 14,375 14,375 
5.75% unsecured notes................. 1986 6,961 6,961 
Promissory notes, bearing inter- 
estiatiprimematenas.. eee: 13,192 
Unsecured loans, bearing inter- 
est at prime rate to ‘2% above 
PUMeatew een 9,500 
Other loans and long-term obli- 
PAllONS veneciete noeeoee 1986-1988 E523 1,923 
In United States dollars 
LIBOR less 0.8% unsecured 
notes 
($125,000,000 U.S.) .......00.. 1995 174,688 
9% unsecured notes 
(S41,250,000IU:S) eee 1996 57,646 59,466 
7.75% unsecured notes 
($14,000,000 U.S.) ....... 1993 19,565 21,142 
8.45% unsecured notes 
($110;000;000IWiS?) eee 1987 13,975 19,821 
5.75%—6.25% mortgages 
($592:000'U:S)}) See 1988 828 2,080 
5.25% unsecured notes................. 8,589 
289,561 157,049 
Fess current, pOnion, = eee ors 20,430 47,102 


269,131 109,947 


Repayment of long-term debt 


The minimum repayment of long-term debt in each of the next 
five years is as follows: 


VOB 6 ro.) sin sS fa byceect eon ee MRR re tT aE Ga HRN 20,430,000 
VO ST es ES Se conincth a eae ee ee Oe FLEAS, OG 13,894,000 
VOSS oo. cscs as ee pe eee, Se ae Bg ES ae 7,700,000 
Tad Pas EP Een Rey eCR, cek SARNIA Pre alae eats Wane 7,698,000 
T9980 i ce etd cs ccststt det dete Meehan he AI ENEE RRSSE Ae occ i 7,695,000 


. Redeemable Preferred Shares 


The redeemable preferred shares, which were issued by a sub- 
sidiary to a group of Canadian chartered banks, are floating rate, 
cumulative, redeemable and non-voting. Cumulative dividends, 
payable quarterly, are, at the option of the subsidiary, based on a 
percentage of either the United States Base Rates or the London 
Inter-Bank Offered Rates of the banks. At December 31, 1985, 
the dividend rate was approximately 4.6% per annum. The shares 
are redeemable, at the option of the subsidiary, at $100 U.S. per 
share, plus accrued dividends. In 1985 the subsidiary exercised its 
option to redeem 750,000 shares (1984—700,000 shares) for a 
consideration of $75,000,000 U.S. (1984—$70,000,000 U.S.) 
and 10,450,000 shares were outstanding at December 31, 1985. 

Under the terms of an agreement between the banks and the 
Corporation, in the event that the subsidiary does not exercise its 
option to redeem the shares over an eight year period ending 
December 31, 1993, or in the event of certain other occurrences 
under the provisions of the agreement, the banks have the option 
to require the Corporation to purchase the shares at $100 U.S. per 
share, plus accrued dividends. These annual options increase from 
$85,000,000 U.S. to $170,000,000 U.S. over the remaining 
period. 
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10. 


Capital 
Authorized 
In the aggregate the authorized capital is: 


(a) 71,188 common shares with a par value of $100,000 each. 


(b) Preferred shares issued to the Government of Canada pro- 
vided that the amount of such shares together with any loans 
received, and outstanding, from the Consolidated Revenue 
Fund of the Government of Canada is not in excess of $1 bil- 
lion. 


Issued (to the Government of Canada) 


1985 1984 
Number Number 
of Consid- of Consid- 
Shares eration Shares eration 
Common Shares 
Balance at begin- 
ning of year....... 31,883 3,188,300 27,633 2,763,300 
ROT. Cas hime care. 4,250 425,000 
Balance at end of 
Year see 31,883 3,188,300 31,883 3,188,300 
Preferred Shares 
Balance at begin- 
ning and end of 
YOAT Wena ae nes. 972,771,853 972,772 972,771,853 972,772 
Total CapitalatEnd 
Olean eee 4,161,072 4,161,072 


The preferred shares have a par value of $1 each, are redeem- 
able at par at the option of the Corporation, carry no stated rate 
of dividend and are non-cumulative. 


11. Taxes Other than Income Taxes 
Taxes other than income taxes consist of: 
1985 1984 
Federalisalesitaxsmausoe ecm. cor es eee ayes 249,341 184,508 
Petroleum and gas revenue tax... ccc trees 123,448 118,536 
Otherness ee SR BE te: ahr hee Bowtie ome 54,787 40,740 
427,576 343,784 
12. Income Taxes 


The provision for income taxes of $340,663,000 (1984— 
$384,919,000) represents an effective rate of 66.5% (1984— 
62.9%) on earnings before income taxes of $512,443,000 (1984— 
$611,990,000). The computation of the provision, which requires 
adjustment to earnings before income taxes for non-taxable and 
non-allowable items, is as follows: 
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1985 1984 
Earnings before income taXxeS.................-0000 512,443 611,990 
Add (deduct) 
Royalties and other payments to provincial 
SOVERNINONTS ete eee ere ener 307,096 327,560 
Federal allowances 
Resource allowance ............:ccccccceeeererees (259,999) (245,909) 
ikaxdepletionssecsnera merece (21,046) (29,268) 
Inventory allowance ..............:cccceeeeee (29,556) (10,498) 
Petroleum and gas revenue tax ................. 123,448 118,536 
Non-deductible depreciation, depletion 
and amortization) oceans een tee 95,442 98,661 
Equity in earnings of affiliates ..................... (22,383) (17,874) 
Foreign exchange Zains.................:ce (2,781) (4,846) 


Other eee teh cere aca 5,805 291 


Earnings as adjusted before income taxes....... 708,469 848,643 
Canadian Federal income tax at 46.9% 

(1984—46%) applied to earnings as 

adj UStEd seer ore terete Secrins ceceemcent 332,272 390,375 
Provincial and other income taxes, net of fed- 

eral abatements. tees eee 16,215 3,624 
Provincial income tax rebate plans.................. (7,824) (9,080) 
Provision for income taxeS................::cseeeee 340,663 384,919 


13. Unusual Items 


The unusual items charged to earnings during 1985 consist of: 


Canada frontier oil and gas properties............0.0.:cc eee 547,614 
Process;development: COSts:22.cscicc- sc aetrgctseg- ie es ese- serra 108,168 
Qillsands: properti¢s cement cierto et eae erent 90,153 
Inventory adjustment... y..7 cater ee ee 45,354 
Relocationvand reorganizations c1...0 cee ener eree 20,231 
Foreign oil andigas propertieSa.y-.-<ecst er eee 16,715 
Goallandimineraliproperties 7......-accs. bases ae ee 14,806 
Marketing reidentification.(2....4-.09.22.200 ei ee ere eat 13,096 
PolanGas Project -)2c8 ie comrcre ah ene rere nes eet tres cer eae 8,764 

864,901 


Canada frontier oil and gas properties 


As a result of the decline in world oil prices and changes in the 
current and anticipated energy environment, the Corporation has 
written off the carrying value of certain of its Canadian frontier 
oil and gas properties. Accordingly, the unamortized costs of these 
properties together with provisions for anticipated losses on con- 
tracted offshore drilling vessels and ancillary equipment, amount- 
ing to $547,614,000 (after deducting related income taxes of 
$443,081,000 and minority interest of $121,958,000), have been 
charged to earnings. 


Process development costs 


Construction of a plant to demonstrate a process for upgrading. 
heavy residual fuel oils was completed during 1985. This plant 
was constructed pursuant to a directive by the Government of 
Canada. As a result of changed economic conditions the Corpora- 
tion has charged the project costs, amounting to $108,168,000 
(after deducting related income taxes of $37,080,000), to earn- 
ings. 
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Oil sands properties 14. Working Capital Provided from Operations 
As a result of the decline in world oil prices and uncertainties as Working capital provided from operations consists of: 
to the timing of new oil sands developments, the Corporation has 1985 1984 
written off the carrying value of its oil sands properties other than 
the producing in situ and Syncrude projects. Accordingly, the : 4 he 
unamortized costs of these properties, amounting to $90,153,000 Earnings before unusual items and dividends on 
: ; redeemable preferred shares ..0..........cccccecsceseseess 173,880 232,032 
(after deducting related income taxes of $49,212,000), have been Add (deduct) 
charged to earnings. Depreciation, depletion and amortization.......... 410,190 362,994 
Inventory adjustment Pee income ES alae foie crea aes 309,418 
nee uity earnings, net of dividends received ......... 6,594 2,640 
As a result of the Western Accord the Corporation is no longer Other eee enema pen ae ee) 
required to sell its Alberta crude oil production to the Alberta 870.238 896.136 
Petroleum Marketing Commission and since June 1, 1985 it has 
supplied crude oil directly to its own refineries. This change 
extends the point of sale and the resultant profit recognition from 15. Change in Components of Operating Working Capital 
the wellhead to the refined product customer. At December 31, The increase (decrease) in operating working capital consists of 
1985 inventory has been reduced by $45,354,000 (after deducting the following movements during the year: 
related income taxes of $30,680,000) and this amount has been 
charged to earnings. 1985 1288 
Relocation and reorganization Accounts receivablen. meee ee 470,485 17,662 
During 1985 the Corporation announced plans to relocate cer- Inventories: 2... ...ce eee ee ener 263,736 134,709 
tain functions relating to its refining and marketing operations Income taxes recoverable... (12,623) (4,229) 
from Eastern Canada to Calgary. In addition, the Corporation Deposits and prepaid EXPENSES sc ecnstns tees er ots 11,763 2,720 
commenced an internal reorganization program which will result Accounts payable and accrued liabilities ........ (681,247) (15,382) 
; : : : : Operating working capital acquired from 
in a staff reduction. The estimated costs associated with the relo- G “Ste 
; rw ns 3 ulf Canada Limited (Note 3) ....0.0.00.0.00... (292,610) 
cation and reorganization in the amount of $20,231,000 (after Current accruals relating to unusual items 
deducting related income taxes of $18,869,000) have been (iNote’l'3) Sandlother=: ene ee ee 224,868 
charged to earnings. (15,628) 135,480 
Foreign oil and gas properties 
The Corporation has written off the carrying value of its China Operating working capital is comprised of working capital other 
cost centre because of a lack of exploration success. Accordingly, than cash and short-term deposits, short-term notes payable and 
$16,715,000 (after deducting related income taxes of current portion of long-term debt. 
15,043,000) has been charged to earnings. : 
’ en » f g 8 16. Pension Plans 
oal and mineral properties : : 
i atte : ae Based on the most recent actuarial valuations of the Corpora- 
As a result of the decline in world prices and uncertainties as to tion’s pension plans the unfunded past service pension obligations 
the timing of the development of coal and mineral properties, the at December 31, 1985 are approximately $67,000,000. All 
Corporation has written off the carrying value of these Properties. accrued, including vested, benefits at December 31, 1985 are fully 
Accordingly, the remaining cost of these properties, amounting to funded. 
$14,806,000 (after deducting related income taxes of : ; 
$13,296,000), has been charged to earnings. 17. Material Transactions with Related Parties 
Marketing reidentification A ss ieee: has i agdiae is the Coven of 
: ; : : anada and its agencies which are in the normal course of busi- 
: The Corporation has determined that it has realized puestane ness and are therefore on the same terms as those accorded to 
tially all of the economic benefits of marketing reidentification : 
; : 4 : : non-related parties. 
costs incurred in prior years, which were deferred and amortized 
over the period during which benefits were expected to be real- 18. Segmented Information 


ized. Accordingly, the unamortized balance of these costs, 
amounting to $13,096,000 (after deducting related income taxes 
of $12,045,000), has been charged to earnings. 


Polar Gas Project 


The Polar Gas Project has recently completed its application to 
the National Energy Board to build a pipeline from the Macken- 
zie Delta to Edson, Alberta and has abandoned its plans for a 
pipeline from the Arctic Islands to Eastern Canada. Costs 
incurred in prior years, relating to feasibility studies in connection 
with the abandoned route, which were deferred, amounting to 
$8,764,000 (after deducting related income taxes of $8,171,000), 
have been charged to earnings. 


The Corporation operates principally in the following business 
segments: 


Natural Resources 


Exploration, development and production activities for crude 
oil, natural gas, field liquids, sulphur, oil sands; extraction of liq- 
uids from natural gas; transportation, distribution and marketing 
of the natural gas liquids. 


Refined Oil Products 


Purchase and sale of crude oil; refining crude oil into oil prod- 
ucts; distribution and marketing of these and other purchased 
refined oil products. 
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The financial results of operations by business segment are as 


follows: 

Natural Resources Refined Oil Products Eliminations Total 

1985 1984 1985 1984 1985 1984 1985 1984 

Gales tOCustomersi tee te neers 971,526 1,450,252 4,328,571 3,431,041 5,300,097 4,881,293 
Inter-segment transfers ..............1ceceiese recente 660,507 88,572 (660,507) (88,572) 
Total Operating Revenue..............00cc cee: 1,632,033 1,538,824 4,328,571 3,431,041 (660,507) (88,572) 5,300,097 4,881,293 
Product costs and operating expenses ................- 533,559 534,472 3,580,858 2,809,601 (660,507) (88,572) 3,453,910 3,255,501 
Depreciation, depletion and amortization .......... 282,979 250,727 97,327 84,833 380,306 335,560 
Taxes other than income tax€$ ..............::02e 147,795 121,688 279,781 222,096 427,576 343,784 

964,333 906,887 3,957,966 3,116,530 (660,507) (88,572) 4,261,792 3,934,845 
Operating Earnings ............./-ccceeeseerert reece 667,700 631,937 370,605 314,511 1,038,305 946,448 

en  — REDE) LB recto POR eS LES 
Marketing, general and administrative 
EXPENSES oer eee eee astecese= (552,548) (403,170) 

Provision for income taX€S ...........:.:cccesereees (340,663) (384,919) 
Investment and other income..................00008 80,834 107,470 
Other depreciation and amortization.................. (29,884) (27,434) 
Interest on long-term debt ..............:: ee (24,264) (11,324) 
Minority interests: 23, .....-2...:ccccerecetecrene ces esecrree eens 2,100 4,961 


(864,425) (714,416) 


ees 


Earnings Before Unusual Items and Dividends 
on Redeemable Preferred Shares .................... 173,880 232,032 


nt 
———s_—_——_— 


Inter-segment transfers are accounted for at market value. 
Natural resources segment revenue consists of: 


1985 1984 
Grudeoil’and fieldiliquidste.c-...ecn vate te reerteene= 990,178 867,366 
INaturaligasliquidsieese: ce teeter reenter: 301,532 325,058 
Natural’ pasion eres eames 291,962 284,522 
Other ee Ae Rees. 2 SOME Be as steeiiberessesiies 48,361 61,878 


1,632,033 1,538,824 


Refined oil products segment revenue consists of: 


1985 1984 
Gasoline tere ee ee ae Sree ene tee 2,231,710 1,813,981 
Distillatestte, eet ce. ead 1,349,573 1,025,140 
Otherei Bae eet SR Bee ee 747,288 591,920 


4,328,571 3,431,041 


The identifiable assets at December 31, and the capital expen- 
ditures for the year, by business segment, are as follows: 


Identifiable Assets Capital Expenditures * 

1985 1984 1985 1984 
Natural resources..... 4,509,488 5,444,759 869,341 954,217 
Refined oil products. 3,808,278 2,634,699 168,127 136,400 
Other ne 528,326 886,706 (172,277) 204,586 
8,846,092 8,966,164 865,191 1,295,203 


*Capital expenditures are before deduction of related Petroleum 
Incentive Program grants. 


Other identifiable assets include cash and short-term deposits, 
investments in other companies and general corporate assets. 
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DECEMBER 31, 1985—Concluded 


19. Comparative Figures 


Certain reclassifications have been made to the 1984 compara- 
tive figures to conform with the current year’s presentation. 


20. Commitments and Contingencies 


(a) Commitments 


The Corporation has leased certain offshore drilling vessels 
and ancillary equipment under various contracts, the last of 
which expires in 1988. The rentals for these offshore vessels, 
when used by the Corporation, are shared with joint venture 
participants. The vessels are available for sublease when not 
required by the Corporation. 


The gross lease rentals for the offshore vessels, less accrued 
amounts relating to the unusual items (Note 13), together 
with minimum annual rentals for Petro-Canada Centre 
(Note 5) and other non-cancellable operating leases are 
estimated at $95,000,000 in 1986, $63,000,000 in 1987, 
$45,000,000 in 1988, $44,000,000 in 1989, $41,000,000 in 
1990 and $15,000,000 per year thereafter until 2008. 


(b) Contingencies 


The Corporation is involved in litigation and claims 
associated with normal operations. Management is of the 
opinion that any resulting settlements would not materially 
affect the financial position of the Corporation. 
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CANERTECH INC. 

AUDITORS’ REPORT 


TO THE SHAREHOLDER OF CANERTECH INC. 


We have examined the Balance Sheet of Canertech Inc. (a wholly- 
owned subsidiary of Petro-Canada) as at December 31, 1985 and the 
Statements of Loss and Deficit and Changes in Financial Position for 
the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circum- 
stances. 

In our opinion, these financial statements present fairly the financial 
position of the company as at December 31, 1985 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles, 
applied on a basis consistent with that of the preceding year. 


Burke, Newman & Co. 
Chartered Accountants 
Winnipeg, Canada 
January 30, 1986 


BALANCE SHEET DECEMBER 31, 1985 
(in thousands of dollars) 


ee ee ae 
eee oooooooooooeoeoeoeeeeeeeeeaeaooaoaoeooonon®n®q®«®q«qQq~—~S—SSSSSSS— —=~=~$~_S—S  —w—w—>—o@=o—=—o 


ASSETS 1985 1984 LIABILITIES AND SHAREHOLDER’S DEFICIT 1985 1984 
G@ashvanditenmideposttspemcemn re ar aeeeMcen renee seers iS Olas ;5 96 Accounts payable and accrued liabilities ..0........0.ce 122 
Due from Energy, Mines and Resources Canada (Note 2)..... 2,250 2,410 Obligations under capital leases... eee eee 103 
Investment in Canertech Conservation Inc. (Note 3) .............. 4,800 4,261 Accrual for dissolution costs (Notes 6 and 12)... 857 6,196 
OtherinvestmentseQINOterd rence neces ear seen eee AOS = Sis) @ommiutmentse( Noten) hemmnrmetecre cerca nice tenner tertrttey 
Bixedtassetsice.. ernment ee der rn aie esc neesid merce ee 175 Advances from the Government of Canada (Note 7)........... 31,800 31,800 
Income taxes recoverable (Note 5) ..........:2.:.0-.cscrrecseesreersneve 680 680 Shareholderssideficit (NOte:S))eemerene sent ces tetrernt teense (16,762) (15,885) 
Othersassets eee eee rte sea te ee een eee 39 

15,895 22,336 15,895 22,336 


Dh a) a EAS ee SS SS SS 
The accompanying notes are an integral part of this balance sheet. 


Approved on behalf of the Board: 


GRAHAM WILSON 
Director 


J.B. GRANT 
Director 
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STATEMENT OF LOSS AND DEFICIT 
YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Income 
InterestiincOme mere ee Ree eo a ee 1,897 
Equity in loss of Canertech Conservation Inc....................... (341) (363) 
(341) 1,534 
meAdininistrative expenses eat et a een es 1,842 
ie loss beforejextraordinary items ccs. csse esse esse Basi 341 308 
Extraordinary itemy(Notesisand.9) ices eee eee 536 9,861 
IN CULOSSH OREN AY Ca Lar eeeretne cere aterm tee 2 fd tee 877 ~—- 10,169 
Delicitebeginning Olsyearse saan to eee eee kee ees een 15,885 5,716 
Deficitrendhofiyedi eer eer ee tee Oe eee tae 16,762 15,885 
The accompanying notes are an integral part of this statement. 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 
1985 1984 
Source of funds 
Bossibelorere xtra org ina gyaltem permet 2 ere 34] 308 
Deduct: items not affecting funds 
= MIMOKUZATOntanGdidepreciationien....-- en tte mee 75 
—Equity in loss of Canertech Conservation Ince............... 341 363 
Eundssprovidedifrom/operationst.:,.....000..an. cet 130 
DEGTCASCHIMFOUEIFASSC Stee Rem ment croc) een 39 31 
PLOccedsionsa leon Xcd assets aan nn ener ener 175 
Proceeds on sale of other investments...............ccccccccscssececeeeee 160 
Decrease in amount due from Energy, Mines and 
Resources Canada...........000.000.. ee eee 160 
534 161 
Use of funds 
Increase in amount due from Energy, Mines and 
Resources: Canadas. 354: m2: ate ny erlee oat ta. 2,260 
INetradVancesitonnvestees meres vstu etic. eaeaehern cite oke 1,416 2,434 
PICO ASC-OlglIXCG_aSSetS.suCloeon tn eae on ees eee 44 
DEereasennaccountsipa yale meet nett ee nce 122 178 
Decrease in obligation under capital leases ......0.....ccccce 103 21 
Decrease in accrual for dissolution COSts ...........ccccccsceceseees 55339 
6,980 4,937 
mbecrease In'cash and term deposits oi... cccsscecsseeevsresesvnses 6,446 4,776 
Cash and term deposits, beginning of year...........cccccccceeeseeeeee 13,596 18,372 
ashiand term deposits, end of yearn 22.2. bececn deere. 7,150 13,596 


| The accompanying notes are an integral part of this statement. 
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Order-in-Council 


On December 21, 1984, the Government of Canada issued Order-in- 
Council P.C. 1984-4187 whereby the parent corporation was directed 
to bring about the dissolution of Canertech Inc. and take such steps as 
are necessary to dispose of the existing investment portfolio with the 
provision that Canertech Conservation Inc., a wholly-owned subsidiary 
of Canertech Inc., be continued with the expressed intent of replacing 
Crown ownership with private Canadian ownership. 


1. Significant accounting policy 


Consistent with the terms of the Order-in-Council, these finan- 
cial statements have been prepared on the liquidation basis with 
the exception of the investment in Canertech Conservation Inc. 
Assets have been presented at their estimated net realizable values 
before costs of dissolution. 


Canertech Conservation Inc. is accounted for by the equity 
method as management believes that consolidation of this subsidi- 
ary with Canertech Inc. would not result in a more informative 
financial presentation. 


2. Due.from Energy, Mines and Resources Canada 


These amounts arose from the corporation’s participation in the 
Ethanol-from-Cellulose development program and the Societe 
Biosyn (Reg’d) joint venture. Prior to the above mentioned Order- 
in-Council, the corporation was to be reimbursed for these 
amounts by Energy, Mines and Resources Canada. It is 
anticipated that the ultimate settlement of these amounts will 
require the direction of the Treasury Board of the Government of 
Canada and will involve a set-off against the advances from the 
Government of Canada. 


3. Investment in Canertech Conservation Inc. 


Canertech Conservation Inc., a wholly-owned subsidiary of the 
corporation, enters into contracts to design, install and finance 
energy retrofit measures identified through energy studies per- 
formed on the clients’ facilities. These energy conservation retrofit 
contracts permit the client to undertake energy conservation 
projects without any outlay of capital and to repay these retrofit 
costs from realized energy savings. 


The investment is accounted for on the equity method as fol- 


lows: 

1985 1984 

(in thousands 

of dollars) 
INnVestmenteiaticOs tee ae ener een ee ee ene 6,661 5,245 
ossestinchnned told at cman meres ene eer oer naw (1,325) (984) 
Write OWN wrens verte Men moe ammtetces Gorn Nm cuetiora, t4: (536) 
4,800 4,261 
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CANERTECH INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


Condensed financial information from Canertech Conservation 
Inc.’s December 31, 1985 consolidated financial statements is as 
follows: 


Condensed consolidated balance sheet 


Decem- Decem- 


ber 31, ber 31, 
1985 1984 
(in thousands 
of dollars) 
Assets 
Cash, receivables and other assets ........0...ccccesrcees 1,170 1,741 
RetrotitccontractS ee ee ce ees 3,219 1,333 
Investment in Econoler Inc., at COSt............:ccee eee 1,225 1,225 
Fixed assets t#e eee its tS IS SS eeee ee ies 166 204 
Royalties, license and deferred Costs ............ccccceen 390 448 
6,170 4,951 
Liabilities and shareholder’s deficit 
Accounts payable and other liabilities.......0.0.0......0. 438 395 
Beterredinevenue eee esc nee eee res 220 89 
Non-current advances from Canertech Ince.................. 6,661 5,245 
Mn Onit Vail CGheStSettes eee eee es ce 176 206 
Shareholder sidenicitue. cewaustcsetancuey s-cctscteattae: (1,325) (984) 
6,170 4,951 


Condensed consolidated statement of loss and deficit 
(in thousands 


of dollars) 

ContractirevenGe 2a O08, 2 tenon eee ete 604 243 
GostokicontiactS tes cts eee ch che (617) (244) 
@thercincome mess sccc. eee ent eee 469 388 
Administrative expenses net of amount applied to 

CONELACES eae pee hee tons cer cede eure te he nayagnt (826) (778) 
Minority In Cenes tSiMNOSS sneer eased teae 29 Di 
Netilossifogthe veal saa. .t. we etn na er ee 34] 364 
Deficit, beginning Olsveati crew. ck ctea cS enters 984 620 
Deficithendiofveate cme te eet. wean e es sata 1325 984 


. Other investments 


As of December 31, 1985, the corporation held a majority 
interest in Hunter Enterprises Orillia Limited and Sparfil Inter- 
national Inc. and an interest in Valera Electronics Inc. and a joint 
venture interest in Omnifuel Gasification Systems through a 
wholly-owned subsidiary, 107744 Canada Inc. The corporation is 
negotiating to dispose of these investments; consequently, these 
investments are recorded at estimated net realizable values before 
costs of disposition. Also included in other investments is a non- 
interest bearing note receivable which is repayable in seven 
annual installments of $50,000 beginning May 15, 1986. 


. Income taxes recoverable 


This amount represents the recovery of all income taxes previ- 
ously paid by the corporation. 

The benefits resulting from any future income tax reductions 
have not been recorded in these financial statements. 


. Accrual for dissolution costs 


The accrual for dissolution costs represents management’s 
anticipation of the costs to complete the disposition of assets and 
the settlement of liabilities. Should the corporation not conclude 
the disposition of investments as currently contemplated by man- 
agement, additional costs may be incurred. 
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. Advances from the Government of Canada 


The advances are without requirement for interest or repay- 
ment. Management does not anticipate that the corporation will 
be able to repay the obligation in its entirety with the Government 
of Canada absorbing the company’s deficit upon dissolution. 


. Share capital 


Authorized—An unlimited number of common shares 
Issued and fully paid—1l common share for $1 


. Extraordinary item 


The extraordinary item recorded in 1984 resulted from the 
adjustments required to present the financial statements on the 
liquidation basis and included equity in the losses of other invest- 
ments, income tax recovery, write-down of assets and accrual for 
dissolution costs. The extraordinary item for 1985 represents the 
write-down of the investment in Canertech Conservation Inc. 


. Commitments 


Canertech Conservation Inc. has committed a maximum of 
approximately $1,840,000 to subscribe proportionately with the 
minority shareholders for shares of its operating subsidiaries and 
to make advances of approximately $4,500,000 as may be 
required to support the growth of subsidiaries. 


. Contingencies 


The corporation is a defendant in legal actions amounting to 
approximately $77 million and legal counsel is of the opinion that 
the actions are without foundation and accordingly, no provision 
for such claims has been made in the accounts of the company. 


. Related party transaction 


The parent company has provided management services to the 
corporation in the amount of approximately $150,000 in 1985 (nil 
in 1984). This amount remains unpaid at December 31, 1985. 


. Events subsequent to year end 


The corporation has disposed of its investment in Sparfil Inter- 
national Inc. at the value recorded in the financial statements. 
The proceeds of disposition include non-interest bearing notes of 
$100,000 and $150,000 due December 31, 1986 and December 
31, 1987, respectively. 


TUNES SSSR 


PUBLIC ACCOUNTS, 1985-86 309 
SUMMARY PAGE 


PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION 


MANDATE 


To assist oil-importing developing countries to exploit their own energy resources, particularly hydrocarbons; to 
provide development assistance directly to Third World countries and to be available as an executing agent for other 
institutions such as the World Bank. By Order in Council P.C. 1985-2957 pursuant to s. 97(2) of the FAA the 
Corporation was directed to report on its affairs as if it were a parent Crown corporation. 


BACKGROUND 


The first meeting of the board of directors took place January 25, 1982. Since then, the Corporation has been active 
in several countries, applying Canadian technology and expertise with Canadian official development assistance 
funding in the search for hydrocarbons and in related studies, and in training personnel of those countries. This is a 
non-profit, government-funded organization. 


CORPORATION DATA 
HEAD OFFICE 216-350 Sparks Street 
Ottawa, Ontario 
KIR 7S8 
STATUS Not yet in any schedule of the Financial Administration Act 
—not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
DATE AND MEANS August 1981, by The Canada Business Corporations Act 


OF INCORPORATION 


CHIEF EXECUTIVE P.M. Towe 
OFFICER AND CHAIRMAN 


AUDITOR Peat, Marwick, Mitchell and Co. 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 1983 1982 

At the end of the year 

FOLAMANSSCES i312 1c. u; telat Oe RE, es SRR cat eee fe C25 13:2 355 mye 21.0 

Moligations to. the private secroue ss wien tht. eae sau 20. nil nil nil nil 

Obligationsito.Ganada: sscassenne-of weet: BARE oes) TEN cance, Bye | 2.8 nil nil 

Equity on Canada 4: Mee BS irc Sere. EP on: negl. negl. negl. negl. 
Cash from Canada in the year 

F— OUOR CULE rere. 1. tone eestor eee rer ah Jaa ae 20.3 717 39.0 21.0 


SOM DUC POLAT Vie accccessc-cin nye amneentc e RA Laws conscnaslareh oon nil nil nil nil 
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PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION 
AUDITORS’ REPORT 


TO THE SHAREHOLDER 


We have examined the balance sheet of Petro-Canada International 
Assistance Corporation, a subsidiary of Petro-Canada, as at December 
31, 1985 and the statements of operations and changes in financial 
position for the year then ended. Our examination was made in accord- 
ance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Peat, Marwick, Mitchell & Co. 
Chartered Accountants 
Calgary, Canada 
February 19, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 : 


ASSETS 1985 1984 LIABILITIES AND SHAREHOLDER’S 1985 1984 
cn Cae > EOULEY a FS 2 Lar aane 
! 
Current Assets Current Liabilities 
Cash and short-term deposits .............::0ccceeeee 10,702,106 3,496,889 Due to affiliated company, Petro-Canada Inc. ... 7,896,657 722,292 
Accounts receivable (Note 3) .........c:ccccceecceees 2,546,319 10,397 Incometaxes payable) ce. e eee eee eee 247,858 24,144 


8,144,515 746,436 


Excess of Parliamentary Appropriations 


Overtotallexpenditures= ene ee 5,103,909 2,760,849 
SHAREHOLDER’S EQUITY 
Shareicapitall (INote’4) eesti ctreccererte senses 1 1 
13,248,425 3,507,286 13,248,425 3,507,286 | 
ee ee ee 
Approved on behalf of the Board: 
P.M. TOWE 
Director ' 


DE MONTIGNY MARCHAND 
Director 
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PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION—Concluded 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 
Project Expenditures 
Pakistants 4..:.2ts 3th, Gomera thes ern Beta! 17,213,660 
ICN V aie eee) enw eee Per etd te ate ME 4,155,393 2,964,886 
Ghana kee eee Re, See eet ee te ete 2,302,724 34,922,023 
Jamaica=—Phase. | Ue ere nec ccc era 2,557,978 
Barbados=Phase Illjeeve nee ct eee ecaiee, 2,434,556 
Bunina:28. Seeneet scoot Dhan 2 eS 1,769,016 804,197 
natland tems en thee naa ee tod PUG wee mers 723,810 6,581,502 
Philippines—Phase U0 ......0.....0.0cccccceeeeeeeeees 628,276 
GUING A Ree i or nk Reh cs Bactrs teokes 618,861 1,829,922 
MOroccomee meri rcne na rca e neccits ere: 390,000 
Technical Assistance Facility ........0.0..0.0ccccccccees 352,218 
Colom bide seem iiel aieunm.eee! 271,709 
(CE oleh er ee er eee ee ee 203,902 122,190 
Sina nikal we ees ee RI, Seer ee tec toc ee 177,153 1,339,875 
JaMmatca——P hase ares rere nec ied sc ya ract 131,362 184,990 
Barbados=—Phase U0 io vcccccctescccssesccccscsccccsseseeesece 104,418 5,514,337 
GaribbeaniRegional/Projecte. 2... 96,035 1,510,079 
Philippinestee eerie eee er eer uae 86,269 5,075,323 
ihanzania——Phaseilileer. ere ee oe 71,280 
Morocco—Special Report ......00......cccccccceeeeeeeees 16,523 114,546 
Manzaniaee eee, oe lst ere ale eee 1,345 113,798 
Senegal eee seeemen re enn nner ney kee, (420,103) 6,592,097 
JATNAIGA ee re ee nea hn Lee et (23,472) 9,158 
Barbadosterrwt set etre renner mee cana (13,870) (453,971) 
Flaitiveeer creme aaron en ern te etn Sine eect: en ee (8,646) 1,826,843 
Project:developments. en eee ee 262,803 810,237 
34,103,200 69,862,032 
Expenses 
General and administrative expenses .................. 1,469,354 1,697,600 
Interestincomesnctpere er cees er ere ee (995,696) (622,670) 
Gurrentincome taxes -..- et ee $09,315 280,000 
sLotall expenditures = nes ee cae eee 35,086,173 71,216,962 
Parliamentary appropriations for the year 
CNOtCe3) eee eet ee et cna 37,429,233 71,652,000 
2,343,060 435,038 
Excess of parliamentary appropriations over total 
expenditures at beginning of year ............cc 2,760,849 2,325,811 
Excess of parliamentary appropriations over total 
expenditures at end of year .o......0.... cece eee 5,103,909 2,760,849 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 1984 
$ $ 

Source of cash 

Parliamentary appropriations ............0.0..cccccce 37,429,233 71,652,000 
Uses of cash 

FE XPONGILULeS sere oe ore ces ce eae ee ee 35,086,173 71,216,962 

(Decrease) increase in non-cash working capital (4,862,157) 2,179,499 

30,224,016 73,396,461 

Increase (Decrease) in cash and short-term depos- 

itseenl Meare mrt Chace Cree PIRES 7,205,217 (1,744,461) 
Cash and short-term deposits at beginning of year 3,496,889 5,241,350 
Cash and short-term deposits at end of year ........... 10,702,106 3,496,889 


4. 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. 


Incorporation 


The Corporation was incorporated in 1981 by Petro-Canada 
under the Canada Business Corporations Act as a wholly-owned 
subsidiary pursuant to directions provided by Order-in-Council 
P.C. 1981-2167 of August 5, 1981. 


. Operations 


The Corporation assists developing countries in the exploration 
for oil and gas and related activities in those countries in a man- 
ner consistent with the foreign aid and energy objectives and pro- 
grammes of the Government of Canada. The Corporation’s activi- 
ties are financed by Parliamentary appropriations. An affiliated 
company, Petro-Canada Inc. (“PCI”), provides technical and 
administrative services to the Corporation at cost. In addition, the 
Corporation may also borrow from PCI such funds as it may 
require from time to time. Advances received from PCI, which 
cannot exceed $50,000,000 at any time, bear interest at the cost of 
borrowing to PCI. 


. Parliamentary appropriations 


In addition to Parliamentary appropriations received pursuant 
to subsection 24.2 of the Petro-Canada Act, a portion of the Cor- 
poration’s expenditures relating to the Pakistan project, amount- 
ing to $17,081,233, were financed by Government funds made 
available to the Corporation through the Canadian International 
Development Agency. Of this amount $2,543,716 was included in 
accounts receivable as at December 31, 1985. 


Share capital 
Authorized 
Common shares—Unlimited 
Issued 
One common share for a cash consideration of one dollar. 
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SUMMARY PAGE 


PORT OF QUEBEC CORPORATION 


MANDATE 


Administration, management and control of the Harbour of Quebec and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Port of Quebec Corporation was established on June 1, 1984 pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. The port is an important trans shipment 
point for Canadian grain exports and has recently modernized its two grain elevators which are operated under 
contract by a private firm. The port handled 14.7 million tonnes of cargo in 1985 including 5.1 million tonnes of 
grain. 


CORPORATION DATA 


HEAD OFFICE 150 Dalhousie St. 
P.O. Box 2268 
Quebec, Quebec 
G1K 7P7 
STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS June 1, 1984; letters patent of incorporation issued by the Minister of 
OF INCORPORATION Transport pursuant to subsection 6.2(1) of the Canada Ports 
Corporation Act. 
CHIEF EXECUTIVE Jean M. Tessier 
OFFICER 
CHAIRMAN Ross Gaudreault 
AUDITOR Thorne Riddell 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


Seven months* to © 


1985 Dec. 31, 1984 

At year end 

FF ORAL CA SSCUS er gcc a atinwiaeydes Nec ee eames peas Oe Reach 88.0 83.6 

Obligations the:private SeCtOr: o..7 erase ee ve oes oa ee a need nil nil 

Obligations (0 Canada (aio. cccsccscscgaeestalesucsisetadeaueraseseencecsasnn ds cad ame eevee acral nil nil 

Equity of Canada rie ice arc. cchcacntiastccesas searandesealier-c hikes Rand esse: ee I eee 83.5 ee 
Cash from Canada in the period 

es UNCUT Via ee atin sd asdln chica eee ae a A eer nil nil 

== NON DUC SOLA BY a ai Aeseee th eis csadar at eRe mee MO ae sca ERT SEE eee eco nil nil 


* The Corporation began operations on June 1, 1984. 
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PORT OF QUEBEC CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Port of Québec Corpora- 
_ tion as at December 31, 1985, the statement of income and deficit and 
the statement of the changes in financial position for the year then 
ended. Our verification was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the port as at December 31, 1985 and the results of its oper- 
ations and the changes of its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


Further, in our opinion, the transactions of the Corporation which 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and its regulations, the Canada Ports 
Corporation Act and the by-laws of the Corporation. 


Thorne Riddell 
Chartered Accountants 
Québec, Canada 
February 20, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 
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ASSETS 1985 1984 
$ $ 


Current 
OES a eee aad en aN oe AR atest Sab me ne 275,356 288,267 
InVestinientsn IN Otess)) peeeeeeten ta ne materi eee 33,109,060 30,205,593 
Accountspreceiva Diceees...288 tit ee eae: eet 3,256,021 5,479,237 
Materials andisupplicswe mes munis tees 60,373 62,986 


36,700,810 36,036,083 
Investmentsi(Notes3) mcniert esc eee etree 6,597,511 6,571,166 
43,298,321 42,607,249 
Rixed (Note: 4 et toe. pee teer oe. wee ee Ades 44,692,982 41,031,689 


87,991,303 83,638,938 


On behalf of the Board: 


ROSS GAUDREAULT 
Chairman 


JEAN-MICHEL TESSIER 
General Manager and Chief Executive Officer 


LIABILITIES 1985 


Current 
Accounts payable and accrued liabilities.......... 2,486,742 
Grants in lieu of municipal taxes.........0.....00 502,000 
Deferredirevenues,..5 coe re es 731,068 
3,719,810 
Long-term 
Accruediemployee beneitSa neem teres 791,000 


4,510,810 


EQUITY OF CANADA 

Contributed capital meen nares erent 107,251,631 

De FICit occ ee Oreo. See 23,771,138 
83,480,493 
87,991,303 


2,059,188 
456,450 
710,067 


3,225,705 


739,700 
3,965,405 


107,251,631 
27,578,098 


79,673,533 
83,638,938 
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PORT OF QUEBEC CORPORATION—Continued 
STATEMENT OF INCOME AND DEFICIT 


For the year For the seven 


ended months ended 
December 31, December 31, 
1985 1984 
$ $ 
Revenue from operations ...........0.:..seeseeeeeeeeees 9,405,701 8,509,154 
Expenses 
Operating and administrative expenses ........... 7,159,073 4,381,969 
Depreciation teas eee rete ee eens 1,721,120 1,097,127 
Grants in lieu of municipal taxes................0.0: 1,016,136 586,749 
9,896,329 6,065,845 
Income (loss) from operations ..............:::cceee (490,628) 2,443,309 
Other income 
Investmentincome ros eee cee: 4,297,588 2,458,436 
IN Gt iNCOIe eee See Meee ee An. Re coterie: 3,806,960 4,901,745 
Deficit at beginning of the year... 27,578,098 32,479,843 
Deficisatzend ofthe vearee meee crete: SVU MN Nate: 27,578,098 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


For the year For the seven 


ended months ended 
December 31, December 31, 
1985 1984 
$ $ 
Source (application) in cash 
Operations 
INetincomersee etcetera 3,806,960 4,901,745 
Items not affecting cash 
Amortization of discount on Canada 
Government DONS: ...<.-.rsccccc-ccsseececeesene (26,345) (15,359) 
Depreciations seers rete 7216120 1,097,127 
(Gain) loss on disposal of fixed assets....... (46,947) 4,586 


Accrued employee benefits ..............0.005 51,300 (116,500) 
Variation in working capital except cash ..... 2,719,934 (4,130,393) 
8,226,022 1,741,206 
Investments 
AOITONS LOMINCUSASSCLSB Mei ccseente nena: 5,384,700 2,703,926 
Proceeds on disposal of fixed assets ..........0....... (49,234) (@le/5)) 
5,335,466 2,702,175 
Increase (decrease) in cash and _ short-term 
INVEStIMCHtSiLOIgUNeyeCala a ane ee eee 2,890,556 (960,969) 
Cash and short-term investments at beginning of 
LBIS SHER. vc acepviee Aa eoaaGr: Casas eRe SEU rae 30,493,860 31,454,829 
Cash and short-term investments at end of the 
SUCEE (oy 3-r RRE oh eee Ce 33,384,416 30,493,860 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1985 
1. Incorporation 


The Port of Québec Corporation was established June 1, 1984, 
under 6.2(1) of the Canada Ports Corporation Act. 


2. Statement of significant accounting policies 


(a) Investments 


Investments are direct and guaranteed securities of Canada. 
They are shown at amortized cost and the premium or dis- 
count is amortized over the periods to maturity. 


PUBLIC ACCOUNTS, 1985-86 


ra) 


(b) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated according to the straight-line 
method, once the asset becomes operational, for the entire 
year, using the following annual rates: 


Dredging 2.5-6.7% 
Berthing structures 2.5-10% 
Buildings 2.5-10% 
Utilities 3.3-10% 
Roads and surfaces 2.5-10% 
Machinery and equipment 5-100% 
Office furniture and equipment 20% 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions 
represent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


(d) Insurance 


— 


The Port of Québec Corporation assumes all risks with 
respect to compensation claims for occupational injury. Any 
costs arising from these risks are recorded in the accounts in 
the year they can be reasonably estimated. 


(e) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
the estimated municipal assessments adjusted in accordance 
with the Municipal Grants Act. Grants are paid after the 
amounts have been audited by the Municipal Grants Division 
of Public Works Canada. Any adjustments upon finalization 
are reflected in the accounts in the year of settlement. 


(f 


— 


Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave, sick 
leave and overtime compensatory leave, which are payable to 
its employees in subsequent years under its collective agree- 
ments or in accordance with its policy. 


3. Investments 


Investments, which are direct and guaranteed securities of 
Canada, are: 


1985 1984 
Market Market 
Cost value Cost value 
$ $ $ $ 
Currenthc te seer 33,109,060 33,101,895 30,205,593 30,341,504 


6,597,511 7,387,483 6,571,166 6,468,502 


a 


Mong=termen nes. 
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PORT OF QUEBEC CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1985—Concluded 


4. Fixed assets 


(a) Summary 


Accu- 
mulated 1985 1984 
deprecia- 
Cost tion Net Net 
$ $ $ $ 
Bands 463.e:eee asthe 11,043,597 11,043,597 11,043,602 
Dredoing ees oe. 4,561,341 3,867,125 694,216 722,277 
Berthing structures... 22,167,990 15,463,013 6,704,977 6,713,975 
Buildingsress tee 28,693,605 12,123,430 16,570,175 17,110,342 
Witilitiesmer a ee 3,399,155 1,749,632 1,649,523 1,514,494 
Roads and surfaces ... 5,847,726 2,473,865 3,373,861 3,070,326 
Machinery and 
equipmentee ss. 501,590 362,788 138,802 30,963 
Office furniture and 
equipment... 333,040 164,290 168,750 88,517 
Works under con- 
SCRUCLION ere eee 4,349,081 4,349,081 737,193 


80,897,125 36,204,143 44,692,982 41,031,689 


(b) Capital expenditure commitments 


As at December 31, 1985, contractual obligations for the 
completion, construction and purchase of fixed assets are 
estimated at $533,700, of which most will be expended in the 
year ending December 31, 1986. 


5. Contingencies 


| Claims aggregating approximately $5,600,000 have been 
| received by the Corporation in respect of lawsuits, warranties, col- 
lective agreements, damages allegedly suffered on Corporation 
property and various other matters in dispute. These amounts do 
not appear in the financial statements. In the Corporation’s view, 
its position is defensible and these claims should not result in any 
material financial liability. 


6. Subsequent event 


The Government of Canada has requested cash contributions 
from various Crown corporations. As part of this cash recovery 
exercise, there was a request for a contribution of $133,000,000 
from Canada Ports Corporation and the six Local Port Corpora- 
tions, of which an amount of $83,000,000 is payable by March 31, 
1986 and $50,000,000 by June 30, 1986. 

The Board of Directors of Port of Québec Corporation has 
resolved at its meeting of February 17, 1986 to remit to the Gov- 
ernment of Canada the sum of $13,881,092 representing the Cor- 
poration’s share of the requested contribution of $83,000,000 pay- 
able by March 31, 1986. The Corporation’s share of the 
$50,000,000 payable by June 30, 1986 has not been considered by 
the Board. 


316 PUBLIC ACCOUNTS, 1985-86 
SUMMARY PAGE 


PRINCE RUPERT PORT CORPORATION 
MANDATE 


Administration, management and control of the Prince Rupert Harbour and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Prince Rupert Port Corporation was established on June 1, 1984 pursuant to the national ports policy to create 
local port corporations at the major ports and harbours previously under the centralized administration of the 
National Harbours Board and, since February 1983, the Canada Ports Corporation. The port recently completed 
development of a new site on Ridley Island. A modern high-efficiency grain elevator and coal shipment terminal 
(constructed by private interests) went into service at this site in 1984. In 1985, 10.1 million tonnes was handled, 7.2 
million tonnes of which was coal. 


CORPORATION DATA 
HEAD OFFICE 110 Third Avenue, West 
Prince Rupert, British Columbia 
V8J 1K8 
STATUS — Schedule C, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS June 1, 1984; letters patent of incorporation issued by the Minister of 
OF INCORPORATION Transport pursuant to subsection 6.2(1) of the Canada Ports 
Corporation Act. 
CHIEF EXECUTIVE Vacant 
OFFICER 
CHAIRMAN A.T. Sheppard 
AUDITOR Thorne Riddell 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. | 
Seven months* to 


1985 Dec. 31, 1984 
At the end of the year 
PT ORAISA SSOUS roo oss c vodilza os ces en vaCea se oC ERs so ee ee 81.2 79.6 
Obligations: to:the private sector ser ta eee aces eee eee nil nil 
Obligations to nada sci a sleek iscoeare neni e nab sac mien ck ae 76.6 76.6 
AGRIC V Ole ATA As ativ oho neh cae serctan en cos wee aetna do = onan en eee cer tam ee (7.8) (10.0) 
Cash from Canada in the period 
— DUG SCLAT Veer ate ire aot AR, RR NR TIE TB eto heaa sAgidaoae aegis ravaagbmrrenarener 0.3 ies 
=a MON = DUG ROLALY tee es enc- secsnses ef cancer eras tne soy eed ccl ae cele nna cdc ote sed natc tom ane oPetane anaes nil nil 


* The Corporation began operations on June 1, 1984. 


** Includes $49.5 million conditional obligation. 
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PRINCE RUPERT PORT CORPORATION 
AUDITORS’ REPORT 


THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Prince Rupert Port Corpo- 
ration as at December 31, 1985 and the statements of income and defi- 
cit and changes in financial position for the year then ended. Our 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding period. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 

_ Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act, and the Letters Patent and By-laws of the Corporation. 


Thorne Riddell 
| Chartered Accountants 
Vancouver, Canada 
February 6, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 


ASSETS 1985 1984 LIABILITIES 1985 1984 
$ $ $ $ 
Current assets Current liabilities 
(Cig HiRes Beata Nike NO Re 87,341 61,970 Accounts payable and accrued liabilities ............. 382,346 616,615 
Investments (Note 3) ......ccccccsccccssscssecesecsseessvesseeeses 7,202,309 5,840,910 Payable to Canaga siren reese ar cee 249,190 
Accountsieceivablemsse tan eee ee 630,199 611,315 Grants in lieu of municipal taxes «0.0.0.0... 495,821 963,822 
DuetfrontGCanada Gree ye eee AF flee 82,839 Deferredirevenuesse eee ere ae 229,263 343,941 
Materialsiand suppliesic? tent nen 2) ee 88,092 73,470 1,356,620 1,924,378 
a 8,007,941 6,670,504 Long-term debt 
Berixed assets (Note) < jade. sar dnl tee nines: 73,214,955 72,919,342 Loans from Canada (Note 5)........c.cccccccseceeseeeeees 38,110,991 38,110,991 
Recoverable contribution from Canada 
(Note:6) srerrerteenenm Se ee ae 49,511,864 49,511,928 


87,622,855 87,622,919 


EQUITY OF CANADA 
GContributedicapitalianee setae ener ee 678,275 678,275 
Deficit eis ene here Ls 8,434,854 10,635,726 
(7,756,579) (9,957,451) 
81,222,896 79,589,846 81,222,896 79,589,846 


| Approved by the Board: 


| ALLAN T. SHEPPARD 
Chairman 


| KENNETH R. KRAUTER 
General Manager and Chief Executive Officer 
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PRINCE RUPERT PORT CORPORATION—Continued 


STATEMENT OF INCOME AND DEFICIT 


Seven 
Year ended months ended 
December 31 December 31 


1985 1984 
$ $ 
Revenue from operations ..............:.::cccee cence 10,622,368 5,903,491 
Expenses 
Operating and administrative ........0.000..ce 7,771,561 4,547,456 
Depreciation: 44 eeees- cas. .&.- ni eae 918,496 488,843 
Grants in lieu of municipal taxes.............0...0.. 27,661 164,831 
8,717,718 5,201,130 
Income {romoperaton syste eecseccceseeee ncee 1,904,650 702,361 
Interestcincome te. See eee Wecss Siete Ne 655,246 400,579 
Loss on disposal of fixed assets ...............:0:c0e (359,024) (64,772) 
Neti nore -caee aco ote aire bs eos ee 2,200,872 1,038,168 
Deficit at beginning of period ............0.0..:cee 10,635,726 11,673,894 
Deficitattendiofspeniodiee ce ote. tests cneens- eos 8,434,854 10,635,726 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


Seven 
Year ended months ended 
December 31 December 31 


1985 1984 
$ $ 
Cash resources provided by (used in) operating 
activities 
ING teinCOmmie eee es eee os besneteeons 2,200,872 1,038,168 
Items not involving funds 
Depreciationtees te tate. toss. ees 918,496 488,843 
Loss on sale of fixed assets .................c0cc0ccee 359,024 64,772 
Cash generated from (used for) operating 
workingrca pital tert ta. --.cceve-cgscaaeeescce, (850,454) 650,475 
2,627,938 2,242,258 
Cash resources provided by (used in) financing 
activities 
@apitaligrants(Net)iee sees eee ces vee eee 331,965 (1,302,473) 
Cash resources provided by (used in) investing 
activities 
Proceeds from sale of fixed assets .............0.0.. 232 37,000 
Additions to fixed assets (net of capital 
SLRARCS accseceree ee ee sscabenwln deevesnavad pees (1,573,365) (618,884) 
(1,573,133) (581,884) 
Increase in cash and investments .................0.c00008 1,386,770 357,901 
Cash and investments at beginning of period ...... 5,902,880 5,544,979 
Cash and investments at end of period ................ 7,289,650 5,902,880 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1985 


1. Local Port Corporation 


The Prince Rupert Port Corporation (“the Corporation”) was 
established effective June 1, 1984 as a local port corporation pur- 
suant to the Canada Ports Corporation Act (“the Act’). The Cor- 
poration is exempt from income taxes. 

On June 1, 1984, pursuant to the Act, all the assets and liabili- 
ties of the Canada Ports Corporation relating to the Port of Prince 
Rupert were transferred to the Corporation at their book value as 
recorded by the Canada Ports Corporation. The net liabilities 
assumed were recorded as contributed capital of $678,275 and a 
deficit of $11,673,894. Accordingly, the financial statements are 
prepared as though the Prince Rupert Port Corporation had oper- 
ated these facilities since their inception. 


2. Significant accounting policies 


(a) Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 


(b) Fixed assets 


Fixed assets are recorded at cost. Grants towards capital 
projects received from Canada and from third parties are 
deducted from the cost of the related fixed assets. 
Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions 
represent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


(d) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. 


(e) Employee benefits 


The Corporation accrues in its accounts annually the 

estimated liabilities for severance pay, annual leave and over-_ 
time compensatory leave, which are payable to its employees” 
in subsequent years. | 


3. Investments 


1985 1984 
$ $ 
AMOrtiZed COSte errs ee ee ee 7,202,309 5,840,910 


Marketev alive mere rr cree asic ee 7,188,651 5,857,165 
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PRINCE RUPERT PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1985—Concluded 


4. Fixed assets 7. Related party transactions 


(a) Summary (a) During the year ended December 31, 1985, the Corporation 
received revenue of $1,250,370 (seven months ended Decem- 
ber 31, 1984—$580,302) from Ridley Terminals Inc., a com- 


1985 1984 pany in which the Canada Ports Corporation has a signifi- 
Accu- cant investment. Accounts receivable as at December 31, 
Depre- mulated 1985 include $186,760 (1984—$225,723) due from Ridley 
ciation depre- Terminals Inc. 
rates Cost ciation Net Net 
SE SR le Ge. Ce Ce (b) During the year the Corporation paid $521,297 (seven 


months ended December 31, 1984—$245,943) to Canada 


ne 5.67 Bree ies 1,036 Er ge Ports Corporation as its share of that corporation’s head 
Berthiity office expense. 
structures . 2.5-10 8,562,554 2,167,089 6,395,465 6,663,925 8. Comparative figures 
Buildings ........ 2.5-10 2,348,687 263,564 2,085,123 1,776,546 
Utilities .......... 3.3-10 2,609,710 965,891 1,643,819 1,747,729 Certain comparative figures have been reclassified to conform 
Roads and with the presentation adopted for the current year. 
surfaces ...... 2.5-10 3,581,379 1,340,695 2,240,684 1,775,555 
Machinery 
and equip- 
Mente 5-10 1,699,805 1,072,702 627,103 796,985 
Office furni- 
ture and 
equipment .. 20 122,714 63,655 59,059 63,746 


79,089,587 5,874,632 73,214,955 72,919,342 


(b) Capital grants 


During 1985, the Corporation received a capital grant of 
$244,968 (seven months ended December 31, 1984— 
$652,007) from the Province of Alberta. 


5. Loans from Canada 


1985 1984 
$ $ 
Non-interest bearing loans with indefinite 
UCI a lemma: feo, see carne Guim atl. 27,084,979 27,084,979 
Accrued interest on loans not due and pay- 
Ae a ee eee ee ee 11,026,012 11,026,012 


38,110,991 38,110,991 


6. Recoverable contribution from Canada 


A recoverable contribution of $50,400,000 was approved for the 
construction of the infrastructure for the coal terminal facility on 
Ridley Island. The total contribution received and/or receivable as 
of December 31, 1985 was $49,511,864. 

The total recoverable contribution is interest-free until April 1, 
1989, and thereafter bears interest at approximately 13.9%. 

Principal and interest on $48,300,000 of the contribution are 
repayable over 20 years, commencing on April 1, 1989, contingent 
upon the revenues received from a direct coal throughput sur- 
charge. The balance of $1,211,864 is repayable on a fixed, 
blended principal and interest basis over 20 years, commencing on 
April 1, 1989. 
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ROYAL CANADIAN MINT 


MANDATE 


To produce and arrange for the production and supply of coins of the currency of Canada; produce coins of currency 
of countries other than Canada; melt, assay and refine gold, silver and other metals; buy and sell gold, silver and 
other metals, etc.; mint coins and carry out other related activities in anticipation of profit. 


BACKGROUND 


The Royal Canadian Mint was a departmental agency until 1969, when it was incorporated pursuant to legislation. 
For minting circulating Canadian coinage it receives payment on a cost-recovery basis. Minting of numismatic and 
bullion coins, etc., yields profit which is paid to Canada. Occasionally it receives loans from Canada for working 
capital and to finance capital projects. 


CORPORATION DATA 
HEAD OFFICE 355 River Road 
Tower ’B’, 6th Floor 
Ottawa, Ontario 
K1A 0G8 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Monique Vézina, P.C., M.P. 
DEPARTMENT Supply and Services 
DATE AND MEANS April 1, 1969 pursuant to the Royal Canadian Mint Act of Govern- 
OF INCORPORATION ment Organization Act 1968-69, C. 28, Section 71, (R.S.C. 1970, 
C. R-8). 
CHIEF EXECUTIVE Maurice Lafontaine 
OFFICER 
CHAIRMAN James Corkery 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 1983 1982 
At the end of the year 
POCA PASS CES ee ne te ucts slept ence ear rere a NL a, ee 115.9 72.4 Peal 83.5 
Obligations tothe private sector a2 0.6 0.6 0.8 nil 
Obligationsste,;Canada® ).4,2.0302. 1 hee ee ee, see 76.7 Sou) 49.3 67.9 
Pquity OL anada ect... cutehits) ha..nceee te Ao oe Mee te 1.0 1.0 1.0 1.0 
Cash from (to) Canada in the year 
ea OU BOLA TV e ee eric noes Sis cscs 2 ocak ahha kee ae cake a ae I ee (10.7) nil (24.4) nil 
=—- NON OUGRELATY ANCE 40 heen sc gh, Soe ae ee 19.8 (2.1) (2.1) (2.0) 


* Includes net earnings due to Canada. 
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ROYAL CANADIAN MINT 
AUDITOR’S REPORT 


THE HONOURABLE STEWART D. MCINNES, P.C., M.P. 
MINISTER OF SUPPLY AND SERVICES 


I have examined the balance sheet of the Royal Canadian Mint as at 
December 31, 1985 and the statements of earnings and changes in 
financial position for the year then ended. My examination was made 
in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as I considered neces- 
sary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Royal 
Canadian Mint Act and by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
February 21, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 


| (in thousands of dollars) 


ASSETS 1985 1984 
Current 
(OPTS Nhe a4 as 5 2 29,745 23,814 
Accounts receivable 
Governmentidepantmentsmsucrrn ees nn eect 2,370 Sela 
COT YD theetibcarth il ek ars hy Seo Re te iP Rie date ae Dee Seal 5,120 4,067 
Inventories ((Note!4) ee Fe ieee Tee ae ee ee 38,604 22,870 
Prepaidiexpenses (INOtetS)) men emense et nimenenra een tan tate 286 286 
76,125 54,169 
Long-term 
Property, plant and equipment (Note 6) ..............::cc08 3057 7m ds328 
Deferrediexpenses (Notes) pamceme ten re ene ene 9,047 869 


115,943 72,366 


Approved by management: 


| J.C. CORKERY 
| President and Master 


| J. UBERIG 


Vice-President, Administration and Finance 
Approved by the Board: 
R. V. HESSION 


Chairman 


LIABILITIES 


Current 
Accounts payable 


Governmentidepartmentsmee-eneer cette 


Otherness nce 
Contractors’ holdback .... 


Due to Government of Canada 


Net earnings (Note 8) 


Current portion of long-term loans (Note 10)............... 
Accrued interest on long-term loans ...............:.0cc0ce 
Deferred revenues (Note 9) ..........:.ccccccccescsscsssscsssessssssesees 


Long-term 
Loans from Government 
Obligation under capital 


of Canada (Note 10)................. 
leasei(Notedlil) ee. 


Provision for employee termination benefits ..................... 


EQUITY OF CANADA 


Reserve for losses (Note 2) 


1985 


1,405 
16,640 
1,082 


42,978 
3,729 
818 
13,943 


80,595 


30,003 
355 
3,990 


34,348 


1,000 
115,943 
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1984 


1,031 
6,859 


44,801 
2,132 
349 
567 


55,739 


11,763 
578 
3,286 


15,627 


1,000 
72,366 
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ROYAL CANADIAN MINT—Continued 


STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Revenues 

GoldiMapleieaficoinsteer. ee ee 874,693 583,976 
GCanadiannumismatic Coins 7s ee ee eta nee ee 37,900 41,891 
@anadianicirculatingrcoinswes ee ee ee 30,774 32,148 
1988: Olympic Coin) Program) ae. eee eee 7,316 

ROreignicontractS wan. ccc hates eee one 9,138 10,053 
RefIM ER Re otc eee real aD ee ie A ne 4,511 4,276 
Miscellancousi<s sateen ares nicotine cite aseee 1,239 1,588 


965,571 673,932 


Expenses (Note 12) 


GCostofimaterialsised tea. cot tee eee eee 899,189 616,493 
Salaniesswages:and'benelitsam. +. eee een eee 21,937 19,729 
ANGVELLISING sen. 72 eon Orne eee era MS RR RAEI 11,884 9,673 
Witilifies;angs Upp itesnmeseeer: ee erence 3,854 4,409 
Transportation and communications..............0...0.cc0cccccee-e 4,014 3,147 
Professionalandispectalisenvicesaenw si ee ee 6,203 2,921 
Depreciation rrmescere etter aceite dette cae 1,932 2,206 
Interest on long-term loans and obligation under capital 
ICASG cae cae ree mee ren ee On in es renee eee eet te, 2,226 1,539 
Burdingtandiequipmentirenta lec ener nee 1,607 1,021 
Miscellaneoussetereres tence oe era care ene 1,661 1,420 
954,507 662,558 
Net earnings before extraordinary item..............0.0.0cccccceee 11,064 11,374 
Deduct: extraordinary item (Note 13) ..........c.ccccceeeceeeees 2,187 
INeticarninesitonthesyear(Note:2) eee eee 8,877 11,374 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Source of funds 
Operations 
INeteanningsiomtnesyeaten et en ee ee eee 8,877 = 11,374 
Items not affecting funds 
Depreciation: S05 oceans hae eked, 1,932 2,206 
Provision for employee termination benefits ............. 703 104 


11,512 13,684 
Loan from Government of Canada ..............ccccssecesccseseeeees 21,970 $,000 
33,482 18,684 


Application of funds 
Net earnings for the year, due to Government of 


(GEN YO Vaontt abel Gey Gah siete GR Nem ee Seana ne, ie a 8,877 11,374 
Decrease in long-term loans and obligation under capi- 

tall eases ero ee dk it ne on eR RS en 3,952 7,162 
Additions to property, plant and equipment...................... 15375 5,859 
IncxeasennidelermediexpenseSu.. ee ee 8,178 869 


36,382 25,264 


Decheaseninulunds steer ee eee ees ki eee ee (2,900) (6,580) 
Working capital at beginning of the year 
AS PLeviOusly TEpOnteduee wee ere ae on ween (1,570) 170 
Reclassification of loans to long-term liabilities ............... 4,840 
ANSreSta COC M ter, mn Maen ree eee et ern cee er Sere oon, (1,570) 5,010 
Working capital (deficiency) at end of the year......0.0.0.0...... (4,470) (1,570) 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Authority and objectives 


The Mint was incorporated in 1969 by the Royal Canadian 
Mint Act and is an agent of Her Majesty named in Part I of 
Schedule C to the Financial Administration Act. The Mint oper- 
ates through the Consolidated Revenue Fund. 


The objectives of the Mint are to produce coins in anticipation 
of profits and carry out other related activities. 


. Statutory financial limitations 


At the request of the Mint and on the recommendation of the 
Minister of Supply and Services, the Minister of Finance may 
make loans to the Mint on such terms and conditions as are 
approved by the Governor in Council for: 


(a) meeting establishment and operating expenses of the Mint, in 
amounts not exceeding in the aggregate $5 million; 


(b) financing the costs of capital projects that are approved by 
the Governor in Council; and 


(c) temporary purposes, in amounts not exceeding in the aggre- 
gate $1 million, and each loan shall be repaid within twelve 
months from the day on which the loan was made. 


The total amount outstanding at any time of loans made for 
(a) and (b) above shall not exceed $35 million. 


Furthermore, the Mint may make provision from earnings for a 
reserve against possible losses, but the aggregate amount in the 
reserve at any one time shall not exceed $1 million. The Mint’s 
net earnings for the year shall be applied: 


(a) firstly, to previous years’ losses that could not be met by a 
charge to the reserve; 


(b) secondly, to the reserve; and 


(c) any excess, to the revenues of Canada. 


3. Significant accounting policies 


(a) Foreign currency translation 


Foreign currency transactions are translated into Canadian 
dollars at the exchange rate in effect at the transaction date. 
Assets and liabilities denominated in foreign currency at the 
balance sheet date are translated into Canadian dollars at the 
exchange rate in effect at that date. 


(b) Inventories 


Raw materials, work in process and finished goods are valued 
at the lower of cost and net realizable value, cost being deter- 
mined by the average cost method. 


Operating and maintenance supplies are valued at the lower 
of cost and replacement cost, cost being determined by the 
average cost method. 


(c 


~— 


Property, plant and equipment 


Property, plant and equipment are recorded at cost and 
depreciated under the straight-line method at the following 
annual rates: 


Land improvements 5% 
Buildings 5% 
Equipment 10% 
Equipment under capital lease 20% 
Leasehold improvements 50% 


Expenditures related to construction in progress are charged 
as incurred to property, plant and equipment. Depreciation 
commences in the year of completion in accordance with 
Corporation policy. 
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ROYAL CANADIAN MINT—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Continued 


(d) Employee termination benefits 


According to their collective agreement and terms of employ- 
ment, employees are entitled to termination benefits. The lia- 
bility for these benefits is recorded when earned by the 


employees. 
(e) Pension plan 
The employees of the Mint participate in the Public Service 
Superannuation Plan, which is administered by the Govern- 
ment of Canada. Contributions to the plan are required from 
both the employees and the Mint. These contributions repre- 
sent the Mint’s total liability and are recorded on a current 
basis. 
. Inventories 
1985 1984 
(in thousands 
of dollars) 
Reawamratenialsmecs sere tet ees en ore care Reete bene, 19,308 15,612 
WiOnKgi Nu PROCESS semrtrennetrns canted crete meciea rt wer nmnerciates 4,888 1,936 
RIniShediCOOds wees eee net er ee ee 11,107 3,200 
Operating and maintenance supplies ...................:0005 Busi) 2) |272 
38,604 22,870 


In order to facilitate the production of gold coins, the Mint bor- 
rows the quantity of gold required and pays interest based on the 
value of gold established on the London market. As at December 
31, 1985 a total of 1,360,019 ounces were borrowed and are not 
reflected in these financial statements. 

Furthermore, the Mint utilizes in its refining process approxi- 
mately 135,000 ounces of \gold which are not included in invento- 
ries. Following Treasury Board’s decision, the Mint, on behalf of 
Canada, will sell this quantity of gold and remit the proceeds to 
the Consolidated Revenue Fund in 1986. 


. Prepaid expenses 


1985 1984 
(in thousands 
of dollars) 
Insurancespostage-andiiners Nts eter eee eee 154 204 
BRN Bee ee ee ek gee Oe cd cn ee Oe Ree 93 
CH Yo) Pea ceed Rance tsc orn nes est a Rene eee an eae ee 39 82 
286 286 
. Property, plant and equipment 
1985 1984 
Accu- 
mulated Net Net 
Cost depreciation book value book value 
(in thousands of dollars) 
Pandeee nen ce 619 619 619 
Land improvements..... 976 535 44] 490 
Barc in Seen aes 10,937 5,916 5,021 Dso25 
EGuipmiente ees 19,625 11,758 7,867 7,376 
Equipment under capi- 
tallecasceemen eee 1,006 500 506 706 
Construction in 
DROSTeSS paren 16,140 16,140 2,344 
Leasehold _improve- 
MCNtSwree een ee 472 295 177 268 
49,775 19,004 30,771 17,328 


10. 
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The consolidation project of the facilities in the National Capi- 
tal Region is estimated at $24.5 million. Expenditures to Decem- 
ber 31, 1985 total $16.1 million and the remainder will be spent in 
1986. 


. Deferred expenses 


Included under this caption are expenses related to the launch- 
ing of the 1988 Olympic Coin Program totalling $9.0 million. 
These expenses are recorded at cost and are amortized on the 
basis of anticipated sales over the duration of the program from 
1985 to 1988 inclusively; $1.7 million were amortized in 1985. 


. Due to Government of Canada, net earnings 


1985 1984 
(in thousands 
of dollars) 
Balance at beginning of the year ....0.......cccccceee 44,801 33,427 
INcHearnings [Ontneny ca (aan eee nnnre ner 8,877 11,374 
Paidi@unin get hey ea lee sean encom eres (10,700) 
Balancematiend ol the yearn ee ene 42,978 44,801 
. Deferred revenues 
1985 1984 
(in thousands 
of dollars) 

1988'Olympici@ oinihrogrampeness ees eee ee 10,109 


Canadianinumisna Ue1Colnl sate eee ne 411 567 
Foreignicontracts..2. er wen sees ee 2 eee ee 3,423 


13,943 567 


Loans from Government of Canada 


These loans bear interest at various annual rates ranging from 
7.625 percent to 12 percent and are repayable according to the 
following schedule: 


(in 
thousands 
of dollars) 

OL ee ey ae cee eee eee eee 3,729 
DOS Tic sass css cnet wine Meer Cr OE A Nic Si to A ote 3129 
NOS 8 eee kcarua Puidcmt wer athe eer er ee I inl Sched ee oe 2,989 
15 Satna rte Ri he ocd an See tr eamalnd el fe Beare as 7,673 
990 ore seven cae ceec oe oe RE eee ee een er Oe 2,673 
POOR 199 Bice coe certs eee rant eee Rey cree eee easy Lev ts 0 eee 13,539 

33,732 
Current: portiontcce: att eee eee ee een Ce tt eet ts een een Bl 

30,003 


The interest expense on these loans amounts to $2.1 million for 
the year (1984—$1.4 million). 
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ROYAL CANADIAN MINT—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


11. Obligation under capital lease 


The future minimum lease payments under capital lease are as 
follows: 


(in 
thousands 
of dollars) 

1986. exes: 2. Sk eit ntact hy tt ees eee eee 283 
CIS acccet lo pb ai asnod beAcce ek OR eer ERe eer ead Mond eer ene err area 283 
NOS Sik eencert ee ene eh na Ota care trea eae 102 
Total future minimum lease payments ............0....:cc ec ceeeeeeees 668 
Less: amount representing interest ...............0.0c:ccceseereeeeeeees 90 
Present value of obligation under capital lease ....................0.... 578 
esse CULT EMU POTtlOM ets cere ees aces ode ceeeeer arent eee een ee 223 
Long-term obligation under capital lease .........0.0.0.0c ce 355 


The capital lease was recorded at an amount equal to the 
present value of the minimum lease payments using an implicit 
lease interest rate of 14.3 percent. This obligation expires in 1988. 


12. Expenses 
Expenses include the cost of goods sold detailed as follows: 
1985 1984 
(in thousands of 
dollars) 
Materials used ice cesn se ncscs once e sas ee 899,189 616,493 
Direct labours. elec vorncesi eters aie elves te 2,904 2,336 
Manufacturing overhead expenses ................0::cceceees 21,831 21,398 
923,924 640,227 
13. Extraordinary item 


16. 


The Mint introduced an early retirement program effective 
January 1, 1985 in an effort to minimize the adverse effects of 
organizational changes necessitated by the consolidation of the 
facilities in the National Capital Region. The total expenditure is 
reflected in the statement of earnings as an extraordinary item. 


. Related party transactions 


Included in these financial statements are transactions with the 
Department of Finance relating to the borrowing, refining and 
purchasing of gold and silver. These transactions were conducted 
in the normal course of business, under the same terms and condi- 
tions that apply to unrelated parties. 


. Commitments 


The Mint is committed to purchase the silver requirements for 
the 1988 Olympic Coin Program. $26.0 million will be payable in 
1986 and $8.9 million will be payable in 1987. 


Proposed amendments to the Act 


The Royal Canadian Mint has proposed amendments to the 
Mint Act including a financial restructuring that would enable it 
to retain its net earnings. 
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ST. ANTHONY FISHERIES LIMITED 


MANDATE 


To operate the St. Anthony’s fish plant in the year 1982 in the most efficient and economic manner possible. 


BACKGROUND 


The corporation is inactive. Its dissolution is to be effected soon, pursuant to Bill C-60 which was given Royal Assent 
on October 29, 1985. 


CORPORATION DATA 
HEAD OFFICE Saltfish Building 

Torbay Road, P.O. Box 6068 

St. John’s, Newfoundland 

AIC 5X8 
STATUS — Schedule C, Part I 

— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Tom Siddon, P.C., M.P. 
DEPARTMENT Fisheries and Oceans 
DATE AND MEANS May 21, 1982, pursuant to the Newfoundland Companies Act 
OF INCORPORATION (R.S.N., C. 54). 
CHIEF EXECUTIVE OFFICER Donald D. Tansley 
CHAIRMAN Vacant 


AUDITOR Ernest R. Spurrell 
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ST. ANTHONY FISHERIES LIMITED 


THE CORPORATION HAS NEGLIGIBLE ASSETS AND WAS INACTIVE 
DURING THE REPORT PERiOD 
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SUMMARY PAGE 


ST. JOHN’S PORT CORPORATION 


MANDATE 


Administration, management and control of the Harbour of St. John’s and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


St. John’s Port Corporation was established on June 1, 1985 pursuant to the national ports policy to create local ports 
corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Total cargo handled by the port in 1985 
amounted to 1.1 million tonnes including 0.6 million tonnes in bulk petroleum products handled by private facilities; 
however, the port is becoming increasingly important as a supply base for servicing offshore oil development. 


CORPORATION DATA 
HEAD OFFICE 3 Water Street 
St. John’s, Nfld. 
A1C 5X8 
STATUS —Schedule C, Part II 


—an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 


DEPARTMENT 


DATE AND MEANS 


Transport 


June 1, 1985; letters patent issued by the Minister of Transport 


OF INCORPORATION pursuant to subsection 6.2(1) of the Canada Ports Corporation Act. 
CHIEF EXECUTIVE David Fox 

OFFICER 

CHAIRMAN Fred Milley 

AUDITOR Doane, Raymond 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


At the end of the year 


Seven 
Months to 
Dec. 31, 1985 


TROL ALR SSCL eee estates oes cea cece ee ee Re a ee ore saci ne ncn aed ee rE aan Sie cee 9 Ahearn Rie 16.9 

COD PAtONSt0. EN] PLIVALS SCCLONg orate te 5 ce tesa 5s ctlae aston ean SUES any geet conevns nil 

Obligations toanaga scccse ree ee meee eee iso aha s eute teh psec any gate eee Stn soa isc cn ae vavbacnivanAe cet auet 1.6 

BRU Y Ltd 5 she gnc secre oe eee sets cs eae Sean ae ag aE fa sun ees <Araapaaw aretha eed [3:2 
Cash from Canada in the period 

See TULL TAY pete ae re apc cae ge eS Ole de vcicns oS vaces peeboeatetons reer nil 

Ser INOS CSET eRe ee car taste ea ese Rao ca te UR On cb voor dane nnn eae erate fe nil 
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ST. JOHN’S PORT CORPORATION 
AUDITORS’ REPORT 


TO THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the St. John’s Port Corpora- 
tion as at December 31, 1985, and the statements of income and sur- 
plus and changes in financial position for the seven months then ended. 
Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its Operations and the changes in its financial position for the seven 
months then ended in accordance with generally accepted accounting 
principles. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial state- 
ments have, in all significant respects, been in accordance with the 
Financial Administration Act and Regulations, the Canada Ports Cor- 
poration Act and the by-laws of the Corporation. 


Doane Raymond 

Chartered Accountants 
St. John’s, Canada 
February 14, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 


ASSETS 1985 LIABILITIES 1985 
—ws oe 
Current Current 
a SD ret ete ee ere ce hie Ae ere er cake eee ened 2,646 Accounts payable and accrued liabilities ...0.0.0..0.0.cccccceeeeeeeees 1,348,692 
Investments: (NOte:3) meme ct eee een en 5,614,056 Grantsiiniliew of municipal taxes1.5 es eee $7,092 
ACCOUNTS IreCelVa Dlemres a teens o..ce cs ae en, 1 ete eee ty 351,506 Deferred:revenues 22.>..0. eee ee are a ee en ee 226,184 
~ 5,968,208 _ Current portion of loans from Canada .........0.....ccccceccescesseeseeseeee 51,983 
Investments (Notess)\eeea teen nn ee eee eee 946,151 1,683,951 
Fixed (Note4) eee RB kee Ne Fy Ey aS 9,940,186 Accrued employee benefits ..........cccccccccssscsssecsssesseseccssecsesseseseceseseesecs 72,985 
Boansifromi@anadal (Notes) meeeeee seen eran nen 1,896,773 
3,653,709 
EQUITY 
Gontributedica pital ee eee ies eee ee ee 11,585,318 
SUPPLUS Weert rere I Oe re end Ey re ances Oe 1,615,518 
13,200,836 
16,854,545 16,854,545 


a eee 2 ee ee ee eee 
Contingency (Note 6) 


Commitments (Note 7) 
On behalf of the Board: 


FRED MILLEY 
Chairman 


DAVID J. FOX 
General Manager and Chief Executive Officer 
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ST. JOHN’S PORT CORPORATION—Continued 


STATEMENT OF INCOME AND SURPLUS 
SEVEN MONTHS ENDED DECEMBER 31, 1985 


1985 
; $ 

RCV ENUCIEGIMOPCLATIONS sree een ea rte rere een mem ene Seen a 1,452,668 

Operating and administrative expenses ...........0...ccccccccceesesessereeeeeees 864,410 

DSDLECIALI OMe reer eee ie ae tee tent nee ern atest oes a 211,044 
Grants-insieurofemunicipal taXS were. ccssee sess see eet (60,670) 

1,014,784 

IAC OMEMTOMLODeLA CONS re neces weer Sener tee a cay eee 437,884 

anvestinentancome——Net..cerk atch see Rotter ck eal eae 313,728 

751,612 

863,906 

1,615,518 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
SEVEN MONTHS ENDED DECEMBER 31, 1985 


1985 
$ 
Cash provided from (used for) 
_ Operations 
INGtINCOME Rarer Oech en eee one seh eee coat eee TSAGONe 
DEPTeClation peter erete Mere ten tn ce eres enn rere 211,044 
Othermnon=cashitlemstr rt hee eee 6,899 
969,555 
Cash provided from (used for) 
PX CCOUMUSITCCEIVA DIC memernae nn het fron ey ancien ene ey sae (54,597) 
Accounts payable and accrued liabilities 0.000.000... ccc 1,066,200 
Granisinwicuroimunicipalitaxes eee ete ee eee (60,670) 
Deferred revenuce eer eter aso ik 74,018 
1,994,506 
_ Financing 
Reductioniofiloansifrom:@anada,......... 1 eee (47,547) 
Investing 
Burchase Olaixed assets); teeter eS (2,020,945) 
BS ESTICASHEUSCC Mean er eee tiki, Pe Atte eo Cn a (73,986) 
Cash and temporary investments assumed .............cccccccccsesesseseeees 5,690,688 
Cash and temporary investments, end of period...................00000 5,616,702 
NOTES TO FINANCIAL STATEMENTS 


DECEMBER 31, 1985 


1. In accordance with the Canada Ports Corporation Act, a peti- 

| tion for the establishment of a local corporation at the Port of St. 
John’s was approved and the St. John’s Port Corporation was 
established effective June 1, 1985. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying val- 
ues in the accounts of the Canada Ports Corporation—Port of St. 
John’s to the St. John’s Port Corporation. 


_ 2. Significant accounting policies 


(a) Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 
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(b) Fixed assets 


Fixed assets are recorded at cost except for those transferred 
to the Corporation from Canada, which are recorded at 
appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from 
Canada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes opera- 
tional, using rates based on the estimated useful lives of the 
assets. 


Pension costs 


(c 


~~ 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions for 
pensions are recognized in the accounts on a current basis. 


(d) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Pub- 
lic Works Canada. Any adjustments upon finalization are 
reflected in the accounts in the year of settlement. An audit 
was completed in 1985 and a reduction of $85,695 was 
recorded in grants related to prior years. 


(e) Employee benefits 


The Corporation accrues in its accounts, annually, the 
estimated liabilities for severance pay, annual leave and over- 
time compensatory leave, which are payable to its employees 
in subsequent years in accordance with its policy. 


3. Investments 


Amortized Face 


cost amount 
$ $ 
Shortster me. ee ects eee BE eo Phe $,614,056 5,810,600 
WONG HCE hI eearen nee areas eter an econ: cece 946,151 1,015,838 
4. Fixed assets 
Accu- 
Depre- mulated 
ciation depre- 
rate Cost ciation Net 
% $ $ $ 
andieercesseme sere bet 3,370,578 3,370,578 
Berthing structures....... 2.5-10 7,776,388 4,914,659 2,861,729 
Biidingsmeee ere 2.5-10 1,872,985 1,248,312 624,673 
Utilities yee 3.3-10 494,054 398,023 96,031 
Roads and surfaces ...... 2.5-10 713,084 559,250 153,834 
Machinery and equip- 
Ment eee ee gees 5-100 231,625 65,423 166,202 
Office furniture and 
EQUI DING 1 Carentan 20 84,564 49,290 35,274 
Projects under con- 
Structionme site 2,631,865 2,631,865 
L717 S143 7,234,957 9,940,186 
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ST. JOHN’S PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


Sk 


Loans from Canada 


$ 
Loans, 9.33%, maturing in 2000, payable in equal annual 
instalments of principal and interest of $198,132. The 
loansraegUnseCu ied mmm te tt te eter coc cee enna eee 1,566,437 
Principal instalments payable within one year ............cc00...- 51,983 
1,514,454 
FAACCIUECINTEKES On Oats meee mame ern terete Men ann eens 382,319 
1,896,773 


Annual principal repayment in each of the next five years are 
as follows: 


$ 
1980.5 Are, seas, wear eenneee eh ect toh ed) y) Se 51,983 
VOB Taher Eater ee ee Nate n Rrra canes, Metta sc, aie eee ae 56,833 
19.8.8 Se gece, Con eee Weed snd Bet Sd RS J 2k! el a eee 62,136 
TD BS eas era te eee SG PB Se ded secre ci lea, eves ota ER 67,933 
O90) F ies Ree ee sean eee Re eS eee A OARS ee 74,271 


. Contingent liability 


Claims aggregating approximately $5,000,000 arising from 
alleged damages suffered on the Corporation’s property have been 
received by the Corporation. The Corporation has denied any lia- 
bility and no material loss is anticipated. 


. Commitments 


Funds have been committed on capital projects as at the bal- 
ance sheet date in the amount of $394,000. The full amount is 
expected to be expended during 1986. 


. Subsequent event 


The Government of Canada has requested cash contributions 
from various Crown corporations. As part of this cash recovery 
exercise, there was a request for a contribution of $133,000,000 
from the Ports Canada system made up of the Canada Ports Cor- 
poration and the six Local Port Corporations, of which 
$83,000,000 is payable by March 31, 1986, and $50,000,000 by 
June 30, 1986. 

The Board of Directors of the St. John’s Port Corporation has 
resolved to remit to the Government of Canada the sum of 
$1,599,000 representing the Corporation’s share of the requested 
contribution of $83,000,000 payable by March 31, 1986. The 
Corporation’s share of the $50,000,000 payable by June 30, 1986 
has not been determined by the Board. 
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SUMMARY PAGE 


ST. LAWRENCE SEAWAY AUTHORITY, THE 
MANDATE 


Construction, operation and maintenance of canals, bridges, works and other property related to the deep waterway 
between the Port of Montreal and Lake Erie, known as the St. Lawrence Seaway. 


BACKGROUND 


The St. Lawrence Seaway Authority (SLSA) was established in 1954 to construct and operate the Seaway in 
conjunction with an appropriate authority in the United States and to construct, maintain and operate bridges and 
other works and property incidental thereto as the Governor in Council may deem to be necessary. The Authority 
operates 13 locks and 21 moveable bridges in Canadian territory along the waterway, as well as four high-level 
bridges traversing the St. Lawrence River. Two locks in the United States are operated by the Saint Lawrence 
Seaway Development Corporation. 


A wholly-owned subsidiary, the Seaway International Bridge Corporation, Ltd. (SIBC), was established in 1962 to 
manage the international bridge at Cornwall, Ontario. A second wholly-owned subsidiary, the Jacques Cartier and 
Champlain Bridges Incorporated (JCCB), was established to manage the two high-level bridges in Montreal when 
these were transferred from the National Harbours Board in 1978. A third wholly-owned subsidiary, Great Lakes 
Pilotage Authority, Ltd. is a parent Crown corporation for the purposes of the Financial Administration Act. The 
Canadian span of the Thousand Islands Bridge at Lansdowne, Ontario has been directly administered by the 
Authority since this property reverted to Canada in 1976. 


CORPORATION DATA 
HEAD OFFICE Place de Ville 
Tower A 
18th Floor 
320 Queen Street 
Ottawa, Ontario 
KIR 5A3 
STATUS — Schedule C, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 
DEPARTMENT Transport 
DATE AND MEANS OF July 1, 1954; pursuant to section 3 of the St. Lawrence Seaway 
INCORPORATION Authority Act (R.S.C. 1970, C. S-1). 
CHIEF EXECUTIVE W.A. O'Neil 
OFFICER AND CHAIRMAN 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 


| 1985-86 1984-85 1983-84 1982-83 
At the end of the period 


BOUT UASSELS 5.358, (8k So ccc Ne ee 645.3 668.9 668.2 664.4 
mObligations to the private sector pele recess. nil nil nil nil 
mob NS ations tO Canada oie eens een Ont re) Oe eee 210.0 210.0 210.0 210.0 
BEE ity OFC anida...c.4) eee ene eer re chee me 407.7 432.5 434.6 434.3 
Cash from Canada in the period 

Me DU SEL ALY asresi 22 se isd wv cay eRe RO. os anny nil 3.0 3.0 nil 


E-DON DUS CLARY 4518.2. es ee ee ne be nil nil nil nil 
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THE ST. LAWRENCE SEAWAY AUTHORITY 
AUDITOR’S REPORT 


THE HONOURABLE DON MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


I have examined the balance sheet of The St. Lawrence Seaway 
Authority as at March 31, 1986 and the statements of operations, defi- 
cit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Authority as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, The St. Lawrence 
Seaway Authority Act and the by-laws of the Authority. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 30, 1986 


BALANCE SHEET AS AT MARCH 31, 1986 
(in thousands of dollars) 


ASSETS 1986 1985 LIABILITIES 1986 1985 


Current Current 
@ashranditermiGepositS eee. co st cercetereee te as.c cere 2,248 13,467 INCCOUNTS Paya DIG cc. cc cote eee 4,869 3,677 
Depositiniminusts (NOt) eee sncece ert ntes crs cretre vss 1,863 Accrued liabilities (Note3) cee eee 10,468 9,799 
Gana davOOnds see eC eiecrsserectorsasits oreostnncer trite 13,296 15.337 13.476 
ACCOUNTS TECEIVa OC mmrnen net nate caer reer see eT 1552659 3.092 Long-term 
Bae nie dag dana PO ala os eigg aie pga pies ees Accrued employee termination benefits...................... 12,250 12,897 
PP ME GSI SC a eee a aan ee Deferred interest (Note 9) .......ccccccsssccssssesesseesesssneeees 210,000 210,000 
; ee 222,250 222,897 
Eong-termreceiva bles (INOte.4) paeen) eeter o  e ee ee 309 455 937.587.236.373 
Investments 2d 
Canadaibondsi(NoteS) te ctr eee 15,810 36,558 } , 
Deposits in Consolidated Revenue Fund (Note 6)............ 13,000 13,000 Contingencies (Note 12) 
Subsidiary companies (Note 7) .........ccccsesessseeteteeeeees 10 10 EQUITY OF CANADA 
28,820 49,568 : ; 
‘ ee Contributedicapitall (Note!9) meres ee eee 624,950 624,950 
Fixed GINoterS) Saceecser tetera cs nui ess fadtve dbus eae 592,760 597,657 Deficit ............. 2 ce eae = Pil aed | Re in (217,210) (192,455) 
407,740 432,495 
645,327 668,868 645,327 668,868 
Approved: 
W.A. O’NEIL 
President 
R. J. FORGUES 


Comptroller and Treasurer 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


1986 1985 
ge Be 9 Se 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
BT Ol Speetereessee tecceer eM fae ccc cons aoe B skaceanlttteseciiiéves,, cutatehe 24,538 23,260 47,798 47,798 59,462 
easestandilicensesmons in saver en Wiebe ate cc cracls eae 456 1,835 e291 85 2,376 2,382 
Other tise. See eeriets fe OV RON Oe! MAID. 0) Lay oA ee ene 488 558 1,046 770 1,816 2,069 
25,482 25,653 $1,135 855 51,990 63,913 
Expenses 
Operatingarrc net ee site ce tee ee as. eee Me Lee 6,867 10,316 17,183 17,183 16,046 
Maintenances sar nuemecceare caer ita concen ee eee 9,695 15,001 24,696 127 24,823 30,876 
PA GMINISEA COM tae ees eek este ee an cecess beacuse eee 4,418 4,544 8,962 255 9,217 8,809 
Kleadquartersmen. see eee, Oe ir icccoiaieee a SING 4,822 8,539 36 8,575 8,413 
Depreciation ee. DOR SENN O NED MINTS VIOINOYE! Soe 4,221 4,826 9,047 32 9,079 8,851 
Employee'terminationibenefitsawe nineteen e 622 865 1,487 1,487 1,203 
29,540 40,374 69,914 450 70,364 74,198 
Income (loss) from operations before unusual expense .............c.cc000-.. (4,058) (14,721) (18,779) 405 (18,374) (10,285) 
Wnusvaliexpensesitems (Noted Ss)e en a een een (1,431) (10,843) (12,274) (12,274) 
income;(loss) mromvoperationsaee ee, we eee es (5,489) (25,564) (31,053) 405 (30,648) (10,285) 
Investinent income 1, Ae ese PAE) Se OD 2B UG 2,547 3,305 5,852 41 5,893 7,049 
Income (loss) for the year before extraordinary item ..........cccccccccsssesse. (2,942) (22,259) (25,201) 446 (24,755) (3,236) 
Final adjustment for settlement of Claim ....0.-...oocccccecececececececececcceee. 1,134 
Netincome(loss)itorithe yeaten see ee eee eee ee. (2,942) (22,259) (25,201) 446 (24,755) (2,102) 
STATEMENT OF DEFICIT 


FOR THE YEAR ENDED MARCH 31, 1986 
(in thousands of dollars) 


eee 
a. ————————o—a———oaoaooeoeoeo—oo 


1986 1985 
Thousand 
Islands 
Seaway Bridge Total Total 


Deficit (retained earnings), 

beginning of the year ..... 194,050 (1,595) 192,455 190,353 
Loss (net income) for the 

Weal Bere Sete 25,201 (446) 24,755 2,102 
Deficit (retained earnings), 

end of the year ................ 219,251 (2,041) 217,210 192,455 
a a a Sa ee 
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THE ST. LAWRENCE SEAWAY AUTHORITY— Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1986 


(in thousands of dollars) 


Source of funds 
Operations 

Income (loss) for the 
year before extraor- 
dinary item ............. 
Items not requiring an 

outlay of funds 
Depreciation ........... 
Employee termina- 
tion benefits ........ 
Loss (gain) on dis- 
posal of fixed 
ASSIS tee 


Final adjustment for set- 
tlement of claim ......... 
Reduction in long-term 
recelvablesiy. ete 
Proceeds from sale of 
Canada bonds ............. 


Transfer of Canada 
bonds to current 
ASSetsaey een eee 


Application of funds 
Fixed asset additions ...... 
Transfer of accrued 
employee termination 
benefits to current 
habilitiesmeees se eee 
Deposit in Consolidated 
Revenuelhundi 27.00 


Increase (decrease) in 
working capital ............... 
Working capital, beginning 
Olsthesyeataer. = eee 
Working capital, end of 
theryeate seks 


Seaway 


(25,201) 


9,047 


1,487 


175 
(14,492) 


146 


7,452 


13,296 
6,402 


4,357 


1986 
Thousand 
Islands 
Bridge Total 
446 (24,755) 
32 9,079 
1,487 
175 
478 (14,014) 
146 
7,452 
13,296 
478 6,880 
4,357 
2,134 
6,491 
478 389 
225 7,712 
703 8,101 


1985 


Total 


(3,236) 


8,851 


1,203 


146 
6,964 


1,134 
140 


962 


9,200 


4,559 


731 


8,000 
13,290 


(4,090) 
11,802 


7,712 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and objectives 


The St. Lawrence Seaway Authority was established in 1954 
under The St. Lawrence Seaway Authority Act and is classified 
as a parent Crown corporation under Schedule C Part I of the 
Financial Administration Act. 

The Authority was established to construct and operate a deep 
waterway between the Port of Montreal and Lake Erie together 
with such works and other property, including bridges incidental 
to the deep waterway, as deemed necessary by the Governor in 
Council. 


2. Accounting policies 


The financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. A sum- 
mary of significant accounting policies follows: 


(a) 


(b) 


(c) 


(d) 


(e 


— 


(f) 


Supplies inventory 


Supplies inventory comprises equipment and supplies used in 
the operation and maintenance of the Seaway and are 
recorded at cost. 


Investments in subsidiary companies 


Investments in wholly-owned subsidiary companies are 
recorded at cost. The financial statements of the subsidiary 
companies have not been consolidated in these financial 
statements because changes in the equity of the subsidiaries 
do not accrue to the Authority. Separate audited financial 
statements for each of the subsidiary companies are available 
to the public. 


Fixed assets 


Fixed assets are recorded at cost. Replacements and major 
improvements which increase the capacity of the deep water- 
way system or extend the estimated useful lives of existing 
assets are capitalized. Repairs and maintenance are charged 
to operations as incurred. The cost of assets sold, retired, or 
abandoned, and the related accumulated depreciation are 
removed from the accounts on disposal. Gains or losses on 
disposals are credited or charged to operations. 

Depreciation is recorded using the straight-line method based 
on the estimated useful lives of the assets. 


Employee termination benefits 


Employees of the Authority are entitled to specified benefits 
on termination as provided for under labour contracts and 
conditions of employment. The liability for these benefits is 
recorded in the accounts as the benefits accrue to employees. 


Pension plan 


All employees of the Authority are covered by the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. Contributions to the Plan are required from 
both the employee and the Authority. These contributions 
represent the total liability of the Authority and are recog- 
nized in the accounts on a current basis. 


Thousand Islands Bridge 


In September 1976, the Minister of Transport entrusted the 
Authority with the management and operation of the Thou- 
sand Islands Bridge, while the real property was vested in the 
name of Her Majesty in Right of Canada. Subsequent capi- 
tal expenditures made by the Authority to improve the 
Bridge have been recorded as fixed assets. The retained earn- 
ings of the Bridge represent its cumulative earnings since 
September 1976. 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Continued 


These financial statements have segregated the operations of 
the Thousand Islands Bridge on the premise that its manage- 
ment and operation by the Authority is independent of Sea- 
way operations. 


3. Deposit in Trust 


Pending the completion of the transaction on the settlement 
with railroads relative to the Welland By-Pass, the Authority has 
transferred funds for the full payment to a trust account, and an 
equivalent amount is included in accrued liabilities. 


. Long-term receivables 


The Authority has entered into long-term contractual agree- 
ments for the sale of one parcel of land and for the recovery of 
costs associated with the construction of certain facilities. Long- 
term receivables outstanding at March 31 are as follows: 


1986 1985 
(in thousands 
of dollars) 
54% interest, recoverable in blended annual install- 
ments of $99,519, maturing July 1986 .......000000000....... 94 
52% interest, recoverable in blended annual install- 
ments of $28,000, maturing in 1995 o.oo. 173 191 
Non-interest bearing, recoverable in annual install- 
ments of $33,952, maturing in 1990 ..................... 136 170 
309 455 


. Canada bonds 


The long-term investment in Canada bonds at March 31, set 
aside by the Authority in order to provide for future major capital 
improvement projects, is as follows: 


1986 1985 
(in thousands 
of dollars) 
Cost, maturing on varying dates up to 2003 ................... 15,810 36,558 
Paavaliceres: acre ce ae 16,000 37,000 
Marketivall cme epee ee: mh...) Mee Re 16,616 33,467 


. Deposits in Consolidated Revenue Fund 


Consolidated Revenue Fund deposits bearing interest, set aside 
by the Authority in order to provide for future payments of 
employee termination benefits, mature on March 31, 1989. 


. Subsidiary companies and related parties 


Investments in wholly-owned subsidiary companies consist of 
the following: 


No. of 
shares Cost 
$ 
Great Lakes Pilotage Authority, Ltd. (GERA) Pee 15 1,500 
The Jacques Cartier and Champlain Bridges Incorpo- 
rated (CCB) icy. ah ate eee Le Mn: 1 100 
The Seaway International Bridge Corporation, Ltd. 
(SIBG) Ferree, eae ere ee ae 8 8,000 


During the year ended March 31, 1986, the Authority provided 
JCCB with certain administration services for which it charged 
$581,000 (1985—$550,000). At March 31, 1986, $76,000 was 
outstanding (1985—$46,000). 

Each calendar year, SIBC pays a bridge user charge to the 
Authority (1985—$307,000; 1984—$304,000) to amortize the 
Authority’s construction and interest costs related to the North 
Channel Bridge. At March 31, 1986, $11.6 million (1985—$11.9 
million) in construction and interest costs remained unamortized. 

The Canadian Coast Guard provides the Authority with navi- 
gational aids services. The fee paid by the Authority for this ser- 
vice in 1985-86 amounted to $525,000 ($500,000 in 1984-85). 


. Fixed assets 


1986 1985 
Accu- 
Depre- mulated 
ciation depre- 
rate Cost ciation Net Net 


(in thousands of dollars) 


Seaway 

anders. 30,600 30,600 30,654 
Channels and 

canals .......... 1% 249,108 63,692 185,416 187,892 
Locks: 4204..42 1% 235,988 80,404 155,584 157,926 
Bridges and 

tunnels ......... 2% 86,587 34,482 $2,105 53,453 
Buildings ......... 2% 12,124 6,256 5,868 6,015 
Equipment ...... 2-20% 17,431 8,234 9,197 8,360 
Remedial 

WOLKS eens 1% 134,531 24,009 110,522 111,876 
Interest during 

construction 32,822 32,822 32,822 
Works under 

construction 9,309 9,309 7,289 


808,500 217,077 591,423 596,287 
Thousand Islands 
Bridge 
Improvements . 2% 1,552 215 1,337 1,370 
810,052 217,292 592,760 597,657 
ENO eA Oe 


Since the unpaid interest on loans from Canada may be for- 
given (see Note 9), no depreciation has been provided on interest 
of $32.8 million capitalized during construction of the Welland 
Modernization Project. 

Following the recent incidents and considering the age of the 
Welland Canal, the Authority has engaged consultants to exam- 
ine in detail and report on the structural condition of the system. 
The report will be received during 1986. 

A study on the useful life of fixed assets with emphasis placed 
on an in-depth review of the present depreciation policy has also 
been undertaken. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


9. 


11. 


Equity financing 

As of April 1, 1977, loans from Canada of $624.95 million were 
converted to equity by parliamentary appropriation. This amount 
was recorded as contributed capital. The unpaid interest of $210 
million on these loans was not converted and is reflected on the 
balance sheet as deferred interest. This deferred interest, on which 
no further accrual of interest is required, is not classified as a cur- 
rent liability because the Crown Corporations Directorate of the 
Department of Finance and Treasury Board is currently studying 
this matter with a view to obtain approval from Parliament to 
have the unpaid interest forgiven. Upon forgiveness, $32.8 million 
will be credited to fixed assets (see Note 8) and $177.2 million 
will reduce the deficit. 

The parliamentary appropriation authorizing the 1977 conver- 
sion of loans from Canada to equity also authorized the Minister 
to fix, from time to time, the amount that shall be paid by the 
Authority annually out of its toll revenue as a return on capital. 
No return on capital has been required to be paid for the years 
ended March 31, 1986 and 1985. 

The Minister of Finance announced in his budget papers, tabled 
in the House of Commons on May 23, 1985, that the Authority 
would be required to contribute $30 million to the Government of 
Canada during the year ending March 31, 1987. On January 13, 
1986 Treasury Board informed the Authority that compliance 
with this requirement has been deferred for an indefinite period. 
Consequently, no provision has been recorded in the books of the 
Authority. 


. Income taxes 


The Authority, as a prescribed Federal Crown corporation, is 
subject to the provisions of the Income Tax Act. The Authority is 
not subject to any provincial income taxes. 

Undepreciated capital cost for tax purposes in excess of net 
book value of capital assets amounted to approximately $190 mil- 
lion. The tax effect of this excess has not been recorded in the 
accounts. 

To date the Authority has accumulated research and develop- 
ment costs of approximately $4 million. Under Section 37 of the 
Income Tax Act, these costs have been deferred and are available 
to reduce the taxable income of future years. 


Commitments 


At March 31, 1986, contractual obligations for capital and 
other expenditures amounted to $2.6 million (1985—$4.3 
million). 
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12. Contingencies 


13° 


Following the blow-out of a section of a wall at Lock 7 in Octo- 
ber 1985, fifty-two court actions totalling $24.8 million were 
instituted against the Authority by shipping companies alleging 
economic losses suffered. In addition some 689 intentions to claim 
have been received. Unless formal court actions are served, these 
intentions to claim will lapse on June 14, 1986. In the previous 
year, as a result of the breakdown of the Valleyfield Bridge in 
November 1984, thirty court actions totalling $16.8 million have 
been instituted and 285 intentions to claim have been received. 
The Authority is contesting all these claims, however, their out- 
come cannot be determined at this time. 

The Authority is also the claimant or defendant in certain other 
pending or threatened claims and lawsuits. 

It is the opinion of management that these actions will not 
result in any material losses to the Authority. 

During 1985, the Authority increased its self insurance raising 
the amount deductible on property insurance coverage to $5 mil- 
lion per incident. 

Renewal of insurance against economic losses suffered by other 
parties could not be obtained. 


Unusual items 


During the course of the year, because of the incidents on the 
Welland Canal and at the bridges in the Montreal-Lake Ontario 
Section, the Authority has incurred unusual maintenance 
expenses, as well as unusual legal expenses. The Authority has 
also adjusted its accounts to reflect the terms of a settlement with 
a public utility. The amounts are summarized as follows: 

(in 
thousands 
of 


11,218 
1,631 


12,849 


Unusual maintenance expenses.................cs.seccsecsecsreretseseeseeess 
Legal and Engineering Services ..............::.1cceieeeeeeereee 


Less adjustments to accounts re: settlement with public 
Utility, and! Others) 29... fogs eche se ccesyepetag eee aera tare 


| Approved by the Board: 
) WILLIAM A. O’NEIL 


Director 


JACQUES Y. LAVIGNE 
Director 
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| THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 
| APPENDIX 1 
| THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED 
| AUDITOR’S REPORT 
| TO THE MINISTER OF TRANSPORT 
| I have examined the balance sheet of The Jacques Cartier and 
Champlain Bridges Incorporated as at March 31, 1986 and the state- 
ments of operations, deficit and changes in financial position for the 
| year then ended. My examination was made in accordance with gener- 
| ally accepted auditing standards, and accordingly included such tests 
| and other procedures as I considered necessary in the circumstances. 
| In my opinion, these financial statements present fairly the financial 
| position of the Corporation as at March 31, 1986 and the results of its 
| operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 
Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, as well as the 
| charter and by-laws of the Corporation. 
Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
| May 2, 1986 
BALANCE SHEET AS AT MARCH 31, 1986 
| ASSETS 1986 1985 LIABILITIES 1986 1985 
| $ $ $ $ 
' Current Current 
GCashianditermidepositse = sees eee see Metter. 3,990,774 4,995,786 Accounts: payablem nee rman tree 1,471,053 1,317,560 
ACCOUNTS TeCelva Dl Cpeenmnen eet eet Pinar tesene 215,373 160,546 Due to parent company..............:ccccee 46,321 45,826 
DueitromiCanadanrwe cer te en gs 875,159 Due:toiGanddaixc...0 cae eee 213,584 
5,081,306 5,156,332 Deferredinevenucs mews meer eee 372,416 387,846 
Fixed 1,889,790 1,964,816 
| Bere cha can | CE ARR: Ake Sarees ea ae 3,785,545 3,785,545 Long-term 
Bid S€S erent rece core rene ocr AN cis 73,276,394 73,276,394 Provision for employee termination ben- 
Wenicles anGicGUIDINen Umer terete nn ie ane ene 658,609 608,052 CLUS Serena tee eect rae ot 667,843 611,861 
77,720,548 77,669,991 Loans from Canada (Note 3).................. 66,242,472 66,242,472 
Less: accumulated depreciation ........c..cccccccceescee- 56,601,673 55,496,168 Interest in arrears (Note 4) .............0..... 44,513,580 44,513,580 
21,118,875 22,173,823 111,423,895 111,367,913 
113,313,685 113,332,729 
SHAREHOLDER’S DEFICIENCY 
Capital stock 
Authorized—S0O shares without par 
value 
Issued and fully paid—1 share................ 100 100 
Capital deficiency (Note 5) ........... (71,731,472) (71,793,882) 
Deficit a8 185-0). ee PER Pee ote une (15,382,132) (14,208,792) 
(87,113,504) (86,002,574) 
26,200,181 27,330,155 26,200,181 27,330,155 
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THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1986 


Jacques Total 
Cartier Champlain 
Bridge Bridge 1986 1985 
$ $ $ $ 
Revenues 
TOL Soy Se Re A Ree ere oR, A eR ae en rs, cc ei a Ret 6,515,257 6,515,257 6,028,129 
Interest-tim.cxtettrsat.cten Pees: Ree ae en SANT IN ED ero oe er eos cantar OD, 86,907 260,720 347,627 421,582 
5TH NYS ca nee ate i ee aN 2 eM i eS Pe cr cho beach achce x Soa eRe 58,296 104,189 162,485 197,295 
145,203 6,880,166 7,025,369 6,647,006 
Expenses 
Operation stn ree: bs, cee. oh ee ures ie PRES Oe, Ti RS ener meee ee oe deus eee 1,044,162 2,862,485 3,906,647 3,628,896 
Mainténancesi.c.BaccnBis porn atte Sole on cmemett ate tet oe. cee E20 cn, Lo ROE Se 1,921,369 3,337,889 5,259,258 5,356,135 
AOmimistra thon’ :cis seca tre: A Oe oi ect 2 cactaas races esas oetee ee ee ee ne 462,873 152325322 1,695,195 1,657,773 
De preciatoniererarcsam tr coe ce cetera uit OES ote a nn RT tera Gr ee 78,470 1,038,888 1,117,358 1,126,729 
3,506,874 8,471,584 11,978,458 11,769,533 
Isossifor the: Vea gece: hoa, Sates at ccc iran BOM arc ka ck ee er MTOR ee et lee ee 3,361,671 1,591,418 4,953,089 Sy) Sy) 


STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1986 


1986 
$ 
Balance at beginning of the year..........ccceeee 14,208,792 
Loss:for the year mmr ste teen nt cn ee rn, 4,953,089 
19,161,881 
Parliamentary appropriation—Operations .............. 3,779,749 
Balanceratendofithe year encen tee ee ee 15,382,132 


1985 
$ 
1331335957 
Dl 225927, 


18,256,484 
4,047,692 


14,208,792 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED MARCH 31, 1986 


1986 
$ 
Source of funds 
Parliamentary appropriation 
Operations sense cree we eee eet cceeeeine 3,779,749 
EXC ra SSCUSeer ad cme eer eee eae 62,410 
3,842,159 
Proceeds from sale of fixed assets ........0...0..00.. 1,367 
3,843,526 
Application of funds 
Operations 
Iossiforthenyeanemeteece rte ean ana 4,953,089 


Items not requiring an outlay of funds 
Depreciation cnet see errs, 
Decrease (increase) in the provision for 


Geli 353) 


employee termination benefits............... (55,982) 
3,779,749 
ACquisition.ofiiixed | assetsaes ene ertes 63,777 
3,843,526 
Changeiinaworking-capi taller. seats eee 
Working capital at beginning of the year............. 3,191,516 
Working capital at end of the year............0.0.... ee 3,191,516 


4,047,692 
125,724 


4,173,416 
3,428 


4,176,844 


S222 


(1,126,729) 


51,894 


4,047,692 
W292 


4,176,844 


3,191,516 
3,191,516 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and activities 


The Jacques Cartier and Champlain Bridges Incorporated was 
established under the Canada Business Corporations Act on 
November 3, 1978 and is a wholly owned subsidiary of The St. 
Lawrence Seaway Authority, which is a Crown corporation 
named in Part I of Schedule C to the Financial Administration 
Act. 

The Corporation is partially dependent on the Government of 
Canada for its financing. 

Effective December 1, 1978, the Corporation assumed the 
responsibility for the operation, maintenance and control of the 
Jacques Cartier and Champlain bridges and of a portion of the 
Bonaventure Autoroute, situated in the Montreal area. 


. Significant accounting policies 


Fixed assets 


Fixed assets acquired from the National Harbours Board (now 
Canada Ports Corporation) on December 1, 1978 were recorded 
at their then book values. Subsequent additions are recorded at 
cost. 

Fixed assets are depreciated over their estimated economic lives 
using the straight-line method, at the following rates: 

Jacques Cartier Bridge 4.8% 

Champlain Bridge 2.5% 

Vehicles and equipment 10% and 20% 


The cost of the portion of the Bonaventure Autoroute for which 
the Corporation is responsible and the initial cost of the Jacques — 
Cartier Bridge are fully depreciated. 


Parliamentary appropriation 


The parliamentary appropriation covering the loss for the year 
is reflected in the statement of deficit. In this regard, operating 
expenses do not include depreciation and any change in the provi- 
sion for employee termination benefits. 

The parliamentary appropriation for financing fixed assets is 
credited to the capital deficiency. 
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THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Concluded 


| NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


Any balance of the parliamentary appropriation required to 5. Capital deficiency 


finance the loss for the year and not received at the year end is 
shown as an amount due from Canada. Any parliamentary appro- 
priation received in excess of requirements is recorded as due to 
Canada. It is the Corporation’s policy to reimburse this amount in 
the following fiscal year. 


Deferred revenues 


The estimated value of unredeemed toll tokens and tickets as 
well as rental revenues collected in advance are recorded as 
deferred revenues. 


Employee termination benefits 


On termination of employment, employees are entitled to cer- 
tain benefits provided unaer their collective agreements and their 
conditions of employment. The cost of these benefits is expensed 
in the year in which they are earned. 


Pension plan 


Employees participate in the Superannuation Plan administered 
by the Government of Canada. The employees and the Corpora- 
tion contribute equally to the cost of the Plan. This contribution 
represents the total liability of the Corporation. Contributions in 
respect of current service and of admissible past service are ex- 
pensed when paid. The terms of payment of past service contribu- 
tions are set by the applicable purchase conditions, generally over 
the number of years of service remaining prior to retirement. 


Expenses 


Expenses incurred with respect to the portion of the Bonaven- 
ture Autoroute for which the Corporation is responsible are 
included with those for the Champlain Bridge. 


Income tax 


As a federal Crown corporation, the Corporation is not subject 
to provincial income tax. However, it is subject to the federal 
Income Tax Act from the fact that its parent corporation has been 
prescribed by regulation under that Act to be a federal Crown 
corporation. It has incurred substantial losses in prior years which 
can be carried forward and applied against taxable income of 
future years. 


. Loans from Canada 


$ 
Certilicateof indebtedness sere re ee eee 59,752,867 
INAV ANCE Shins rocnt corns oi Merce hake Ree Mee eet oe nee 6,489,605 


66,242,472 


The certificate of indebtedness, dated April 1, 1981, does not 
bear interest and does not carry a definite due date nor terms of 
repayment. 

The advance, which bears no interest, was recorded in the 
accounts of Canada as a non-active loan and charged to the 
accumulated deficit of Canada when it was made. 


. Interest in arrears 


Accumulated simple interest as at March 31, 1981, on loans 
from Canada, is recorded on the balance sheet as long term since 
the Corporation does not foresee paying it, in whole or in part, 
during the next fiscal year. This interest does not include the 
interest since 1962 on a 23/4% loan in the amount of $7,576,000 
issued with respect to the Jacques Cartier Bridge. The recording 
of this interest was discontinued when the tolls on this bridge were 
abolished. 


When the Corporation took possession of its fixed assets on 
December 1, 1978, it also assumed the related debt obligations. 
The excess of such debts over the book value of the assets 
acquired at that date amounted to $72,448,371 and was recorded 
as a capital deficiency. The capital deficiency was reduced during 
the year by $62,410 ($125,724 in 1985) representing the parlia- 
mentary appropriation for financing the acquisition of fixed 
assets. 


. Related party transactions 


Related party transactions not otherwise disclosed in these 
financial statements are as follows: 

Operation services from the Montreal Port Corporation have 
been invoiced since January 1, 1985 on an interim basis; both par- 
ties being currently engaged in negotiating the value of those ser- 
vices. The amount thus invoiced for the year ended March 31, 
1986 amounts to $1,594,800 ($1,720,610 for 1985) of which 
$132,900 was unpaid at March 31, 1986 ($132,900 as at March 
31, 1985). The difference between the recorded amounts and 
those that shall be agreed upon will be accounted for when a final 
settlement will have been reached. 

Administrative services from the parent company amounted to 
$580,506 ($549,850 in 1985). As at March 31, 1986 and 1985 an 
unpaid balance thereon of $45,820 is included in the amount due 
to the parent company. The Corporation estimated the cost of 
such services for the next year to be approximately $595,000. 


. Contingencies 


In connection with its operations, the Corporation is the claim- 
ant or defendant in certain pending claims and lawsuits. It is the 
opinion of management that these actions will not result in any 
material liabilities to the Corporation. 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. 


AUDITOR’S REPORT 


THE HONOURABLE DON MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


I have examined the balance sheet of The Seaway International 
Bridge Corporation, Ltd. as at December 31, 1985 and the statements 
of operations and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Business Corporations Act, The St. Lawrence Seaway Authority Act 
and by-laws of the Corporation. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 21, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 


ASSETS 1985 1984 
$ $ 
Current 
Cashranditermidepositswameeeent te ccener seein see 141,537 295,878 
ACCOUNTS FECEIV.a DIC (INOLGIS) mete arate een ee eee ee 290,139 6,601 
431,676 302,479 
Fixed 
COOTS ih ene ar Rea acre Rees Oy RA MMR sar Ce ie 171,755 166,867 
Less-accumulated depreciationieme ss. eee es 130,516 124,655 
41,239 42,212 


472,915 344,691 
Approved by the Board: 


W.A. O’NEIL 
President and Director 


JAMES EMERY 
Vice-President and Director 


LIABILITIES 


Current 
Accounts payable and accrued liabilities 0.0.00... 
Due to The St. Lawrence Seaway Authority............0...... 
Deferredinevenuc seem ae ere eee ee ee 


Long-term 
Accrued employee termination benefits................0.0005 
Debentures payablei(INoteA) meena ee oer eee 


SHAREHOLDER’S EQUITY 


Capital stock 
Authorized—An unlimited number of common shares 
Isshediandifully pald——S'shareSi nsx cvartscete re: 


193,320 


263,595 
8,000 


Pap Se P5} 
464,915 


8,000 
472,915 


1984 


47,747 
34,321 
17,811 


99,879 


228,812 
8,000 


236,812 
336,691 


8,000 
344.691 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD.—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 
$ 
Revenues 
SOLS Meee eer net cea eee eee ors eee ee ee 1,422,455 
RentalsPyS Wem nes Ferenc one teeton saliisvonslaceee 65,314 
In Ceres teen eens erence ene is orci Oy se Naeeae 26,432 
Othent! GARONA Ke baler on. Aon te 7,588 
1,521,789 
Expenses 
Salaries and employee benefits ..........0..cccccccceeeseeeee 869,669 
Maintenance, materials and services..............cccccccc0e00: 179,997 
Insurance ar¥.... Se-speete tiysts:. oteas, ..ch eh AO UREN 39,852 
Employee termination benefits .............0...ccccccceeeeeeseeeee 34,783 
ProfessionaliserviceSse.. 20825. 4 Cee eee 15,547 
Rental of toll collection machines..............ccccccccsecseceees 14,416 
leCtricity meres. gee ie crete eo eee 12,250 
PAGVCLUSIN Dameren ere een een entn eon ee nee 10,381 
Grants in lieu of municipal taxes .......0...0cccceceeee 9,000 
Depreciation sak tie ene ne ee eee 7,671 
Officersupplics tice Meee cnt eee eel eae ee 7,139 
(OW yes cae eet Le on ae anne ee aR feeb ie 14,290 
1,214,995 
Excess of revenues over expenses paid as bridge user 
charpe(Notess)teercecente eee ter cen nent eee 306,794 


1984 
$ 


1,384,385 
63,762 
39,798 

7,640 


1,495,585 


888,994 
146,801 
33,290 
42,616 


14,537 
1,191,264 


304,321 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1985 


1985 
$ 
Source of funds 
Items in operations not affecting funds 
Employee termination benefits 0050.05.10 ees 34,783 
DEPreclationl seers. seer ee ei cee Re 7,671 
42,454 


Application of funds 
IANdGitions to fixediassetS ae eet eee 6,698 


6,698 
BAGCrease IN WwORKING Capital ea eeeremene ee eee nnn 35,756 
Working capital, beginning of the year...........cccccceccceeeeeeee 202,600 
Working capital, end of the year 238,356 


1984 
$ 


42,616 
16,933 


59,549 


2,852 
21,076 


23,928 


35,621 
166,979 


202,600 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Authority and activities 


The Seaway International Bridge Corporation, Ltd. is a Crown 
corporation pursuant to the Financial Administration Act and is a 
wholly-owned subsidiary of The St. Lawrence Seaway Authority, 
a parent Crown corporation named in Schedule C Part I of the 
aforementioned Act. The Corporation was incorporated under the 
Canada Corporations Act in 1962, continued under the Canada 
Business Corporations Act, and is subject to The St. Lawrence 
Seaway Authority Act. Its purpose is to operate and manage the 
international toll bridge system between Cornwall, Ontario, and 
Rooseveltown, New York, on behalf of The St. Lawrence Seaway 
Authority and the Saint Lawrence Seaway Development Corpora- 
tion. 


. Accounting policies 


The financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. A sum- 
mary of significant accounting policies follows: 


Bridge user charge 


As described in Note 5 to the financial statements, the Corpo- 
ration is required to distribute as a bridge user charge its excess of 
revenues over expenses. Payments are dependent on the Corpora- 
tion’s ability to generate excess revenues. Accordingly, the unpaid 
balances to The St. Lawrence Seaway Authority and the Saint 
Lawrence Seaway Development Corporation are not recorded as a 
liability in the books of the Corporation. 


Fixed assets and depreciation 


Fixed assets are recorded at cost. The cost of the North Chan- 
nel Bridge is recorded in the books of The St. Lawrence Seaway 
Authority and is being amortized over a period of 50 years. Costs 
incurred by the Corporation relating to the Bridge which do not 
extend its estimated useful life are expensed. 

Depreciation is based on the estimated useful life of the assets 
calculated on the straight-line method at the following annual 
rates: 

Automotive 20% 
Maintenance equipment 10% to 20% 
Office and toll equipment 10% 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under the conditions of employment. The liability for 
these benefits is recorded in the accounts as the employees become 
entitled to the benefits. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contributions 
to the Plan are required from both the employee and the Corpora- 
tion. These contributions represent the total pension liability of 
the Corporation and are recognized in the accounts on a current 
basis. 


Deferred revenue 
Revenue from unredeemed toll tokens is deferred. 


. Accounts receivable 


At December 31, 1985, accounts receivable includes $280,882 
due from the Canada Deposit Insurance Corporation in respect of 
a term deposit and accumulated interest with the Northland 
Bank. Of this amount, $168,529 was received on January 6, 1986 
and a cheque dated April 1, 1986 has been received for the bal- 
ance. 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Concluded 


APPENDIX 2—Concluded 
THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


4. Debentures payable 7. Related party transactions 


These debentures, due on December 31, 2012, are non-interest 
bearing and payable to the Saint Lawrence Seaway Development 
Corporation. 


. Bridge user charge 


By agreement between The St. Lawrence Seaway Authority 
and the Saint Lawrence Seaway Development Corporation, the 
annual excess of revenues over expenses of the Corporation is paid 
as a bridge user charge; first, to the Authority to offset the amort- 
ization of the cost of the North Channel Bridge together with 
interest; then to the Saint Lawrence Seaway Development Corpo- 
ration to offset the amortization of a $300,000 contribution 
towards the cost of the Racquette River Bridge; and the balance, 
if any, is then divided equally between both parties. 


All bridge user charges since the commencement of the Corpo- 
ration’s operations have been paid to The St. Lawrence Seaway 
Authority. At December 31, the unpaid balance of the total cost 
of the North Channel Bridge was as follows: 


1985 1984 
$ $ 

Costiof/construction te. e re eee 8,539,695 8,539,695 

Interest eee ee ene 7,860,462 7,860,462 

16,400,157 16,400,157 

Lesssibridgenusencharges: 10ers: 4,798,112 4,491,318 
Unpaid balance to The St. Lawrence Seaway 

Authority: soto eccysrecs cancinee eee os 11,602,045 11,908,839 


. Bridge use 


With the approval of the Canadian Transport Commission, the 
Corporation has continued the practice of providing free usage of 
the bridge system to certain North American Indians. This repre- 
sents a substantial portion of the Bridge traffic. 


In addition to the transactions disclosed elsewhere in these 
financial statements, The St. Lawrence Seaway Authority pro- 
vides to the Corporation, without charge, certain engineering and 
administrative support services. 


. Commitments 


The Corporation has contracted an engineering firm and 
approved a tender with a construction company to carry out the 
replacement of the roller bearings on the South Channel Bridge. 
The outstanding commitment is approximately $190,000. 

The Corporation has also entered into a long-term lease for the 
rental of toll collection facilities and equipment. The minimum 
annual rental payments which will be paid over the remaining life 
of the lease are as follows: 


$ 
VOB Gare eccrtesevesseccesoneses testes cetecaucn ee Gca see neneern Sei seee acetates 14,235 
VS Tiree ea serccace te vceastecrer sveneee seh V eC en eR eT 11,700 
25,935 


. Comparative figures 


Certain comparative figures for 1984 have been reclassified to 
reflect the presentation adopted in 1985. 


PUBLIC ACCOUNTS, 1985-86 343 
SUMMARY PAGE 


SOCIETA A RESPONSIBILITA LIMITATA IMMOBILIARE SAN SEBASTIANO 


MANDATE 


Purchase and administration of the residence of Canada’s Ambassador to the Holy See. 


BACKGROUND 


The sole asset of the company was the property known as 13/A Via di Porta San Sebastiano, Rome. This property has 
served as the official residence of successive Canadian ambassadors to the Holy See since the post was first opened in 
1970. In 1982, the Department of External Affairs exercised an option to purchase the official residence by acquiring 
all the issued and outstanding shares of Immobiliare San Sebastiano S.R.L. 


The dissolution of this Corporation was effected under Italian law as of December 24, 1985. Steps are now being 
taken to delete the name of this Corporation from Schedule C, Part I of the Financial Administration Act. 
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SOCIETA A RESPONSIBILITA LIMITATA IMMOBILIARE SAN SEBASTIANO 


THE AUDITED FINANCIAL STATEMENTS FOR THE REPORT PERIOD 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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STANDARDS COUNCIL OF CANADA 


MANDATE 

To foster and promote voluntary standardization in fields relating to construction, inanufacture, production, quality, 
performance and safety of buildings, structures, manufactured articles and products, and other goods not expressly 
provided for by law, as a means of advancing the national economy, benefiting the public and protecting consumers. 


BACKGROUND 


The Council coordinates the activities of organizations involved in standardization in Canada, and represents Canada 
in international standardization organizations. 


~CORPORATION DATA 
HEAD OFFICE Suite 1203 
350 Sparks Street 
Ottawa, Ontario 
K1IR 788 
| STATUS — Schedule C, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Harvie Andre, P.C., M.P. 
DEPARTMENT Consumer and Corporate Affairs 
DATE AND MEANS Standards Council of Canada Act (R.S.C. 1970 C. C-41, Ist 
OF INCORPORATION supplement). Proclaimed October 7, 1970. 
| CHIEF EXECUTIVE John R. Woods 
| OFFICER 
CHAIRMAN Georges Archer 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year ends March 31. 
1985-86 1984-85 1983-84 1982-83 


At the end of the period 
PLOtALEASSeLS 019.21, 0 Akt nen ene een ron nena eee lad Coal Ce.) She, ae 4.0 3.6 
Moligations,to. the private sector 2. feet ase..2...teet. recs. nil nil nil nil 
MObdiigations'to Canada? <4 ee ree no, nil nil nil nil 
PUI VEO a Naa i ete ee re ey ae ee Ae 1 Ip 4.4 3.4 3.0 
Cash from Canada in the period 
Seeet OU SOLO LY, cheer bin cette tm ue ne ote eG Sk EE a a caot eo 4.5* 6.6 6.0 5.8 
== NOM DUC BOLATY oo coer ct en ee cee ene me ce AN Ihe nil nil nil nil 


* Net of $0.9 million returned to Canada. 
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STANDARDS COUNCIL OF CANADA 
AUDITOR’S REPORT 


TO THE STANDARDS COUNCIL OF CANADA 
AND 

THE HONOURABLE MICHEL COTE, P.C., M.P. 

MINISTER OF CONSUMER AND CORPORATE AFFAIRS 


I have examined the balance sheet of the Standards Council of 
Canada as at March 31, 1986 and the statements of operations, sur- 
plus and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Council as at March 31, 1986 and the results of its 
operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Council that have 
come to my notice during my examination of the financial statements 
have, in all significant respects, been in accordance with Part XII of 
the Financial Administration Act and regulations, the Standards 
Council of Canada Act and by-laws of the Council. 


D. L. Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
May 21, 1986 


BALANCE SHEET MARCH 31 


ASSETS 1986 1985 
$ $ 
Current 
Cashrandishort-termidepositsere.. ee ee ee 2,768,726 4,627,872 
ACCrUedhinterestiss eee ee ire eet tree: 24,231 225,468 
Accounts receivable 
Governinent oll @anad ase eee ee eee 97,227 124,347 
OUR recat cae ee ee eae el ce ees 132,742 95,458 
PrenaidiexpenseSicec.t serene eee ee tee eee 128,100 47,578 


3,151,026 5,120,723 


Fixed 


Office furniture and equipment (Note 3) ...........0.0.... 184,104 182,482 


35335,130085;503;5205 
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LIABILITIES 1986 1985 
$ $ 
Current 
Accounts payable and accrued liabilities .................... $76,410 531,471 
@istomermandrothende posites sme ee er eee 65,425 105,990 
Payable to Government of Canada (Note 4)............... 199,000 
840,835 637,461 
Long-term 
Provision for employee termination benefits ............. 253,371 227,214 
1,094,206 864,675 


EQUITY OF CANADA 
SUD] USP reese ten nee tener cence Bere eee ner Mean 2,240,924 4,438,530 


3,335,130 5,303,205 


Approved by the Council: 


GEORGES ARCHER 
President 


JOHN R. WOODS 
Executive Director 
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STANDARDS COUNCIL OF CANADA—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31 


Expenses 

’ Salaries, wages and employee benefits................. 
OU rAV.e leet Se rae ree ae erga a8 
Financial assistance to standards-writing organ- 
ZATIONS recon tren Ree ne ee ER et ete 
Publications and printings ren.cees eee 
Membership in international organizations......... 
Direct cost of standards purchases ..................... 
Officeraccommodationve tc ter cer eee 
Professional and special services ................:..0:06. 
elephonevandipostave semen eevee tg etree 
International secretariat COSts ........0..0c cee 
Bublicirelations: ree et recs ooet oo ccc.c. Cao eee 
DE Dreciationire pene te weer cies a et hoa 
Rentaltotolficetequipmenteeestt sn. ter 
NICE ELD Steet ree eee er eastern cise sce 
Ofiticetsupplieste semen eee ee sates keen 
General Meeting of the International Elec- 
trotechnical Commission (Note 6) ................... 
OTIS Edna xd det seit cceopaeaoeeres ear CREE Rate te eerie: 


Less: GATT Enquiry Point operating costs 
recovered from Department of Ex- 
ternalwAVitainsiere wn cece eee 

costs of development assistance programs 
recovered from Canadian International 
Development Agency (CIDA) .............. 


Revenues 
Salerotestang ardsmreee teen ety ee non tn tee 
[nteresuincOMe 4 ee en eee nt ree 
Contributions for General Meeting of the Inter- 
national Electrotechnical Commission 


Costiolcoperations: weeeee ee eee eee ee 

Parliamentary appropriation 
Consumer and Corporate Affairs Vote 20........... 
Less: amounts paid or payable to Government 
‘of Canadar((Note:4)ies rete cies ee. 


(Deficiency) excess of parliamentary appropria- 
tion over cost of operations for the year............... 


STATEMENT OF SURPLUS 
FOR THE YEAR ENDED MARCH 31 


Appropriated (Note 5) 
Balance at beginning of the year............0.c:ccee 
Less: released during the year, net...............000. 
Balance atiend ofithesyecater. senate reser 
Unappropriated 
Balance at beginning of the year............000.000 
(Deficiency) excess of parliamentary appropria- 
tion over cost of operations for the year........... 
Releasediduring the year net te eee 


Balanceatendiottne ny ca taeene tert ese eet: 


1986 
$ 


2,886,456 
1,072,963 


694,166 
588,898 
506,650 
422,974 
355,401 
293,453 
222,510 
178,282 
149,248 
USM 
69,110 
48,227 
35,668 


332,754 
109,435 


8,039,472 


327,464 


21,181 
7,690,827 


580,710 
452,980 


114,940 
19,591 


1,168,221 
6,522,606 


5,424,000 


1,099,000 
4,325,000 


(2,197,606) 


1986 


1,045,350 
(218,314) 


827,036 


3,393,180 


(2,197,606) 
218,314 
1,413,888 
2,240,924 


1985 
$ 


26273511 
946,413 


873,500 
526,302 
438,797 
380,575 
341,571 
237,238 
Als 
177,260 
297,420 
49,873 
65,039 
327,957) 
43,459 


19,359 
72,980 


7,327,815 


291,871 


45,795 


6,990,149 


565,543 
755,483 


12,015 
1,333,041 
5,657,108 


6,612,000 


6,612,000 


954,892 


1985 


1,064,709 
(19,359) 
1,045,350 


2,418,929 


954,892 
19359 


3,393,180 
4,438,530 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
1986 1985 
$ $ 
Operating activities 
(Deficiency) excess of parliamentary appropria- 
tion over cost of operations for the year....... (2,197,606) 954,892 
Items not requiring an outlay of cash 
Depreciation: sncmmenmee cree wee tea 73,277 49,873 
Employee termination benefits ..................... 67,982 67,376 
(2,056,347) 1,072,141 
Payment of employee termination benefits.......... (41,825) (48,998) 
Changes in current liabilities and current assets 
other than cash and short-term deposits .......... 313,925 93,336 
Cash and short-term deposits (used in) provided 
by operating:activitics sess mne en ees eee (1,784,247) 1,116,479 
Investing activities 
Purchase of office furniture and equipment ....... (74,899) (105,670) 
(Decrease) increase during the year 0.0.0.0... (1,859,146) 1,010,809 
Cash and short-term deposits at beginning of the 
VEAT AR eae rst rae eee enon, Meee eek nee et eater 4,627,872 3,617,063 
Cash and short-term deposits at end of the year... 2,768,726 4,627,872 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986 


1. Authority and objectives 


The Standards Council of Canada was created by Parliament 
as a corporation under the Standards Council of Canada Act in 
1970 to be the national co-ordinating body for voluntary stand- 
ardization. The Council is a Crown corporation named in Part I of 
Schedule C to the Financial Administration Act. The Council car- 
ries out its task through the National Standards System, a federa- 
tion of accredited organizations concerned with standards-writing, 
certification and testing. 

The objectives of the Council are to foster and promote volun- 
tary standardization in fields relating to the construction, manu- 
facture, production, quality, performance and safety of buildings, 
structures, manufactured articles and products and other goods 
and to further international co-operation in the field of standards. 


2. Significant accounting policies 


(a) 


(b) 


(c) 


Office furniture and equipment 


Office furniture and equipment are recorded at cost and 
depreciated on a straight-line basis over the estimated useful 
life of the assets as follows: 


Furniture 
Equipment 


5 years 
4 years 


Employee termination benefits 


Employees are entitled to specified benefits on termination as 
provided for under labour contracts and conditions of 
employment. The liability for these benefits has been 
recorded in the accounts as the benefits accrue to the 
employees. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contribu- 
tions to the Plan are required from both the employee and 
the Council. Contributions with respect to current service are 
expensed in the current period. 
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STANDARDS COUNCIL OF CANADA—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1986—Concluded 


3. Office furniture and equipment 


March 
Si 
March 31, 1986 1985 
Accu- 
mulated Net Net 
deprecia- book book 
Cost tion value value 
$ $ $ $ 
Office furniture ......... 101,346 60,621 40,725 525555 
Office equipment....... 275,110 131,731 143,379 129,927 
376,456 192,352 184,104 182,482 


4. Amounts paid or payable to Government of Canada 


(a) In response to the Budget Papers tabled in the House of 
Commons by the Minister of Finance on May 23, 1985, the 
Council returned $900,000 to the Government of Canada. 


(b) In response to the freeze on discretionary spending 
announced by the President of the Treasury Board on Febru- 
ary 6, 1986, the Council will remit $199,000 to the Govern- 
ment of Canada. 


5. Appropriated surplus 


March 31 
1986 1985 
$ $ 

Reserve toward cost of future in-house elec- 

tronic data processing facility 0.0.0.0... 500,000 500,000 
Reserve toward cost of hosting the Pacific 

Area Standards Congress XII in 1988 .......... 100,000 
ReservesfomCcontingencles steers eee 227,036 46,874 


Reserve toward cost of hosting the General 
Meeting of the International Electrotechni- 
cal Commission in May 1985.00.00... eee 498,476 


827,036 1,045,350 


6. General Meeting of the International Electrotechnical Commis- 


sion 
$ $ 

Reserve recorded in appropriated surplus as at 

Marcha SiO 85 eerste cactus terete meta ee ere sae: 498,476 
Net expenses 

EXPensesuNCunned ewer gee ene ke eee erica 332,754 

ess CONULDUCIONSITECCIVEG tee nt res eee ee eee 114,940 217,814 
Excessiotimesetve oven NetexPenseS syn yey ees tee 280,662 


7. Comparative figures 


Certain figures for 1985 presented for comparative purposes 
have been restated to conform to the 1986 presentation. 
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TELEGLOBE CANADA 


MANDATE 


To establish, maintain and operate, in Canada and elsewhere, international telecommunications services for the 


~ conduct of public communications. 


BACKGROUND 


Originally named the Canadian Overseas Telecommunications Corporation, its name was changed in 1975 by the 
Teleglobe Canada Act. The Corporation has operated and added substantially to overseas cable and other 
communications systems for Canada. It is profitable and its privatization is being actively considered. 


_ CORPORATION DATA 


| HEAD OFFICE 680 Sherbrooke Street, West 
Montreal, Quebec 
H3A 2S4 
_STATUS — Schedule C, Part II 
— an agent of Her Majesty 
~ APPROPRIATE MINISTER The Honourable Barbara McDougall, P.C., M.P. 
Minister of State (Privatization) 
DATE AND MEANS By the Canadian Overseas Telecommunications Act 1949 (R.S.C. 
_ OF INCORPORATION 1970, C. C-11) 
| CHIEF EXECUTIVE Jean-Claude Delorme 


| OFFICER AND CHAIRMAN 


| AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Late in 1984, the financial year-end, which had been March 31, was changed 


— to December 31. 


9 months to 
1985 Dec. 31, 1984 1983-84 1982-83 
At the end of the period 


Ota ASSES. 9 0 ce Neier crane A Ete ae ts MORAG clea 524.9 574.6 520.0 448.7 
Obligatrons to:the private sectorege, ., pe arc. tre a 66.5 68.3 64.4 43.9 
Oovligations to Canada sae ass care mane eeereonereeete tanest core 3) Se2 5.9 9:2 
BqnityobCanada v.24. crea oe mee mr oe 307.4* 5622 32577 284.5 
Cash from (to) Canada in the period, net 
Read et arya Mel ia cca. caren Mena tin a emo we ee eins (108.1)* nil nil (9.4) 
Se NON UG SELALY osc. oc saraseurnarc estan mee rene ace est rama Seta (13) (0.6) (3.3) (3.2) 


* $108.1 million was remitted to Canada as dividends. 
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TELEGLOBE CANADA 
AUDITOR’S REPORT 


THE HONOURABLE SINCLAIR MCKNIGHT STEVENS, P.C., M.P. 
MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


I have examined the balance sheet of Teleglobe Canada as at 
December 31, 1985 and the statements of income and retained earn- 
ings and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding period. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Tele- 
globe Canada Act and regulations and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 
Ottawa, Canada 
February 17, 1986 


BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 


a 
eee llllllllllESESESESESSQQQQQQQGQGQQGQGNGN lO SS 


ASSETS 1985 1984 LIABILITIES 1985 1984 
Current Current 
Cash and temporary investments, at cost (market value: Accounts payable pence cte: eer eee eee 87,606 82,501 
December 31, 1985—$109,333; December 31, Income taxcpaya Dleseere csr ern ere eee etc eee 8,454 7,053 
1984-—SUS 451) ies re cece ert eee eee 106,692 129,665 Estimated amount due to Commonwealth Telecom- 
Accountsireceivablessce cause eeenc eta Ae nce 93,884 99,610 munications Organisation partners (Note 11b)............ 191 See eS 
Prepaidiexpensesieser teeter coerce ets aphteanteon meine see 2,056 2,224 Portion of long-term debt due within one year (Note 6).. 995592 10 
202,632 231,499 107,930 100,679 
Eixediassetsi(iIN otes4)eenascrerer nec ten role eee ee 308,638 331,530 
Bong-termidebti(INote 6) iene ene tea erento 60,491 64,351 — 
Other assets Deferred credits | 
Wongetenmuncceiya Diesaree weer: tae eee eee 8,937 9,159 Income:taxn(Note:9) 02 .ee et eee unctee ere neers 46,792 44,871 
Deferredicharsesi(NOte) amen: hs kee ee a 4,707 2,380 Ot here er rec or ek. ee ee are eee 2,348 2,485 
13,644 11,539 49,140 47,356 


EQUITY OF CANADA 
Retainedlearningsieste recto: tcncspsrstererscaess errant? 307,353 362,182 
524,914 574,568 524,914 574,568 


a 


Approved by the Board: 
RONALD MONTCALM 
Director 

MICHAEL E. PHELPS 


Director 


JEAN-CLAUDE DELORME 
President and Chief Executive Officer 
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INCOME AND RETAINED EARNINGS 
(in thousands of dollars) 


Year 9 months 
ended ended 
December December 
ail, 31, 
1985 1984 
Revenues 
Rubliciservices} isueesccen eto aes tee ee 649,127 427,466 
OURERSCLVICES oe cere eee can ee eta 12,336 7,893 
Share of Intelsat and Inmarsat revenues.............. 17,167 13,694 
678,630 449,053 
Carriers’ share of revenues and other realization 
COSES ee ee Me ree nee Oe oar e 438,174 284,241 
CO Neratin ge even UCs eee eer eer scence wer 240,456 164,812 
Operating expenses 
Salariesiand benefits 2c es cere tceres ses. sores aes 55,273 41,211 
Maintenancefandirentali. ..0ceaccn. at eee 41,133 31,094 
Depreciation oer aeses.. c.f 4s... eee 33,400 27,606 
Mthenexpensesve cetera cee 19,363 13,536 
149,169 113,447 
Operating Income nemeee ean tc rare eece eet 91,287 51,365 
Other income—Net (Note 7).............0.::cccscscseeees 13,717 21,058 
105,004 72,423 
Rinanctalicharges)(INote:S) men. cree eean eee 5,209 4,479 
Income! beforesincome taxtis ci... Lites. chee eee 99,795 67,944 
Incomeitaxt@Note:9)) Pkess res 2 ets. eee ees es 46,566 31,425 
INetinComeseczcst Aue ee ee es 53,229 36,519 
Retained earnings at beginning..................ccceee 362,182 325,663 
Amount remitted to the Government of Canada..... (108,058) 
Retatnedicarningsiatiendtzieereent..u ee. cee 307,353 362,182 
_ CHANGES IN FINANCIAL POSITION 
(in thousands of dollars) 
Year 9 months 
ended ended 
December December 
Sik = be 
1985 1984 
Source of funds 
Operations 
INGUTINCOME scat hescoe re eee ee et ee ace $3,229 36,519 
Items not affecting working capital 
Depreciation... cavesetan reso etree asco tsa: 33,400 27,606 
Amortization of financial charges ....................... 210 
Deferred income taXeesh ee hes eee: 1,921 3,399 
Allowance for funds used during construction ... (3,817) (5,001) 
Gaintondisposal(OtrasSets ep ee (248) 
84,485 62,733 
Proceeds from disposal of fixed assets...........0....00: 16,173 $,503 
Long-term'debt ee =... ae eee ees 5,893 6,503 
Reduction of long-term receivables .............c eee 222 241 
106,773 74,980 
| Application of funds 
Acquisition ofifixed! assets.) 250. .e-..scc.c.csrvares een 22,236 27,398 
Reduction of long-term debt ............0:ccceeceeeeeeee 9,753 8,554 
Deferred’ charges ccc cies cccccsst dads dessins eccseses ees eee 2,707 1,466 
Decrease in other deferred credits. ................:::eeeee 137 108 
Amount remitted to the Government of Canada ....... 108,058 
142,891 37,526 
Increase (Decrease) in working capital ...........0..00..008 (36,118) 37,454 
BVorking Capitals beginning... 1... teens cece ees 130,820 93,366 
AV OrkiNig+Ca Pital ONG ces ee ete tec oe ecan. oacernerece 94,702 130,820 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985 


1. Authority and activities 


Teleglobe Canada, created by the Teleglobe Canada Act, is 
mandated to establish, maintain and operate Canada’s interna- 
tional telecommunication services and to coordinate these services 
with those of other countries. 


. Significant accounting policies 


The financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. The 
Corporation follows the significant accounting policies summa- 
rized below: 


(a) Fixed assets 


Fixed assets are stated at acquisition cost, which includes sal- 
aries, benefits and certain overhead costs related to construc- 
tion activities. In addition, for major capital projects, an 
allowance for funds used during construction is included. 


Jointly-owned fixed assets are accounted for proportionally to 
the Corporation’s share. 


From time to time, the Corporation acquires indefeasible 
rights of user for international telecommunications circuits 
that extend over specific time periods. Furthermore, the Cor- 
poration may grant such rights on circuits owned by it, or 
grant such rights that have been previously acquired. The 
amounts paid or received according to the terms of these 
transactions are recorded as fixed assets and depreciated over 
the duration of each agreement. 


The Corporation has been designated by the Government of 
Canada to be the Canadian signatory to the International 
Telecommunications Satellite Organization (Intelsat) and 
the International Maritime Satellite Organization (Inmar- 
sat). Periodically, each signatory’s ownership share is 
adjusted to conform to its percentage of total use of the sys- 
tem or any other percentage elected within the terms of the 
agreements. The Corporation’s ownership share is reported in 
fixed assets and depreciated in accordance with the fixed 
assets depreciation policy. 


(b 


— 


Allowance for funds used during construction 


The rate applied in determining the allowance for funds used 
during major construction projects is based principally on the 
interest rate established by the Minister of Finance for 
medium-term Government loans to Crown corporations. This 
allowance is accounted for as income during the construction 
period. 


(c 


— 


Depreciation of fixed assets 


Fixed assets are depreciated over the estimated service lives 
of the assets, using the straight-line method. 


When depreciable assets are taken out of service, their net 
book value, less salvage, is charged to depreciation. When 
other assets are taken out of service, any resulting gain or loss 
is reflected in income. 


In the event of a satellite launch failure or breakdown of an 
orbiting satellite, the costs are depreciated over the life of the 
group of satellites. 
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(d) 


(e) 


(f) 


Operating revenues 


—Public services 

Revenues from international public services (telephone, 
telex and telegraph) rendered through the Corporation’s 
telecommunications network represent the amounts billed 
to Canadian subscribers by domestic carriers and amounts 
received or due from foreign administrations for the rout- 
ing of overseas traffic. Estimates are included to provide 
for that portion of revenues which domestic carriers and 
foreign administrations have not yet reported to the Corpo- 
ration at end of the year. Public service revenues are also 
derived from leasing circuits to foreign carriers for routing 
their traffic through Canada. 


—Other services 
Revenues from other services are derived primarily from 
leasing circuits to private users. 


—Share of Intelsat and Inmarsat revenues 
The Corporation’s share of Intelsat and Inmarsat revenues 
represents its share of revenues from the international tele- 
communications satellite system as well as from the inter- 
national maritime satellite system. 


Carriers’ share of revenues and other realization costs 


—Carriers’ share of revenues 
This represents the amounts owing to domestic carriers 
and foreign administrations for their part in routing tele- 
communications traffic. 


—Other realization costs 


These costs include: 

e the Corporation’s voluntary contribution to developing 
Commonwealth Telecommunications Organisation 
partners in accordance with the 1983 financial agree- 
ment; 

e the Corporation’s share of the operating costs of the 
international telecommunications satellite system and 
the international maritime satellite system, excluding 
depreciation, which amounted to $5.2 million for the 
year ended December 31, 1985 ($3.3 million for the 9- 
month period ended December 31, 1984). 


Foreign currency translation 


Assets, liabilities, revenues and expenses arising from foreign 
currency transactions are translated into Canadian dollars at 
the exchange rate at the time of the transaction, except when 
the transaction is hedged. 


When a purchase or sale of goods or services in a foreign cur- 
rency is hedged before the transaction, the Canadian dollar 
price of such goods or services is established by the terms of 
the hedge. If the hedge is incomplete as a result of having 
entered into a contract involving a foreign currency other 
than that of the transaction and the Canadian dollar, the 
price of the goods or services is first established by the terms 
of the foreign exchange contract and then translated into 
Canadian dollars by using the average exchange rate of that 
intermediate currency at the time the transaction occurred. 


When a purchase or sale of goods or services in a foreign cur- 
rency is hedged after the transaction, completely or in part, 
the amount in Canadian dollars of the payable or receivable 
is restated according to the terms of the foreign exchange 
contract constituting the hedge. The difference thus recog- 
nized is reflected in income as a gain or loss on foreign 
exchange. 


As at the end of a financial year, monetary items denomi- 
nated in foreign currencies are adjusted to reflect the 
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exchange rates in effect as at the date of the balance sheet. 
For items hedged by way of forward exchange contracts, the 
difference thus recognized is deferred. The gain or loss recog- 
nized on other items is reflected in current earnings as a gain 
or loss on foreign exchange, except for that portion which 
relates to monetary items with a fixed or ascertainable life 
extending beyond one year from the end of the financial year. 
In these cases, the gain or loss is deferred and amortized over 
the remaining life of the related monetary item using the 
straight-line method. The unamortized balance of the 
deferred gain or loss on foreign exchange is recorded in the 
balance sheet as a deferred credit or as a deferred charge. 
The effect of the forward exchange contracts on the long- 
term debt is recorded as an element of long-term debt. 


Commitments in foreign currencies are translated into 
Canadian dollars at the exchange rates in effect as at the 
date of the balance sheet, except when they are hedged in 
which case the terms of the foreign exchange contracts are 
used. 


(g) Pension plan 


All employees of the Corporation are covered by the pension 
plan administered by the Government of Canada. These 
employees and the Corporation are required to contribute to 
the cost of the plan for current service. These contributions 
represent the total liability of the Corporation in this matter 
and are accounted for on a current basis. 


(h) Retirement benefits 


Retiring employees are paid a benefit equivalent to one half 
of accumulated unused sick leave days up to March 31, 1981, 
with an additional credit of five days for every year of service 
after that date, calculated at the salary level in effect at the 
time of retirement. The cost of the benefit is expensed in the 
year in which it is earned by employees. 


3. Change in fiscal year 


In 1984, the Board of Directors, with the Governor General in 
Council approval, authorized the Corporation to change its fiscal 
year end from March 31 to December 31. Consequently, com- 
parative figures are for the 9-month period ended December 31, 
1984. 


4. Fixed assets 


(a) The main classes of fixed assets are as follows: 


1985 1984 
Accumu- 
lated 
depre- 
Cost ciation Net Net 
(in thousands of dollars) 
Wand eseteser 525 ctsaicss 4,841 4,841 4,965 
Buildings and leasehold 
improvements .............. 48,169 16,505 31,664 33,557 
Runnistingseerters...s6c50 9,770 5,081 4,689 5352 
CableisyStemSinnn. en. 134,076 63,798 70,278 76,213 


Terminal, transmission 

and switching equip- 

MeN tee ee. ca cae 218,533 109,295 109,238 98,266 
International satellite 

systems space segment 


(Intelsat-Inmarsat) ..... 49,248 24,571 24,677 14,165 
Other plant and equip- 

ONT See 28,096 17,207 10,889 11,238 
Construction in progress. 52,362 52,362 87,774 


545,095 236,457 308,638 331,530 
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(b) Fixed assets owned outright by the Corporation or owned The Corporation has entered into agreements with the two 
jointly with other telecommunication entities are as follows: prime contractors of the ANZCAN project whereby 15 percent of 
contract costs have been paid, and the balance is payable in 17 
1985 1984 semi-annual installments which started with the completion of 
Accumu- construction in 1985. According to the terms of one of the agree- 
lated ments, payments by the Corporation to the prime contractor are 
depre- secured by means of bills of exchange drawn by the latter and 
Cost ciation Net Net 


accepted by the Corporation. 
As described in Note 10(b), the Corporation has entered into 


(in thousands of dollars) 


Owned outright ............... 327,418 142,283 185,135 197,088 forward exchange contracts to protect itself against fluctuations 
Owned jointly (Corpora- of the pound sterling. The effect of this protection has been 
tronesishane) eee 217,677 94,174 123,503 134,442 recorded as an element of long-term debt. 
545,095 236,457 308,638 331,530 As at December 31, 1985, the details of the long-term debt 
were as follows: 

(c) For depreciation purposes, the estimated service lives of the 

main classes of fixed assets are as follows: pmounls 
owing to the 
Number prime con- Effect of 
of years Loans from tractors of forward 
Buildings and related equipment ..............::::cccss ees 15-40 Government the ANZCAN _ exchange 
[Leasehold improvement .<..i.:.:areqsae wer seers over the Maturities of Canada project contracts Total 
term of (in thousands of dollars) 
Fusnishingsyescche...oiecchartcct tan Sere eee ho Serres et Ls epee rare Sagi Use lt ee 
Gableisystemsiaae..c8-o8 oe ae kee over the re ee LO noes 2n88 
ce Sn a Her tie te 
Heanercoment $090; be denewine 135 7,699 1.240 9,074 
Terminal, transmission and switching equipment............. 1-15 1901508: ewe 1,176 19,119 3,420 23 TS) 
International satellite systems space segment (Intelsat- 53,905 50 iim ESTO14S lat 92denn0.4460 
Inmarsat)... coosseeseeseesssseeneeeceeeennannnnnneestannsansnssecceeeee 6-12 Portionidue within 
Other plantandlequipmentye. ese eee er et 1-25 ONE YEA oveeeecceseen 1,276 7,699 980 9,955 

(d) As at December 31, 1985, construction in progress included 2,629 49,915 7,947 _ 60,491 
an amount of $23,595,000 ($40,280,000 as at December 31, 

1984) for the international satellite systems space segment 7. Other income—Net 
(Intelsat-Inmarsat). 

(e) As at December 31, 1985, the Corporation’s ownership share Vaart ma Omonthe 
in Intelsat was 2.317395 percent (2.980056 percent as at © ended ended 
December 31, 1984) and its ownership share in Inmarsat was December December 
3.83692 percent (2.56864 percent as at December 31, 1984). Hl Sie 

1985 1984 
5. Deferred charges =r Ghinninone 
Unamortized deferred charges include: dollars) 
1985 1984 Interest from temporary investments oe cones 12,315 10,345 
eee ane, Allowance for funds used during construction ...... 3,817 5,001 
(in thousands Otheninterest mice emer ee es, eke 1,975 1,781 
of dollars) Gain (loss) on foreign exchange..............0.0c0 (8,183) 3,349 
Unrealized losses on foreign exchange ..............ccc00008 3,837 2,380 Gain on disposal of temporary investments ........... 2,297 185 
Interconnection costs relating to the Toronto Interna- GainronidisposaltofiassetSwre. et en ee 248 
tional Centers 22t seers ce een ae 870 EE 1,248 397 
4,707 2,380 13,717 21,058 
6. Long-term debt 8. Financial charges 
As at December 31, 1985, the Corporation’s long-term debt Year 9 months 
comprises loans from the Government of Canada bearing interest enced: pe creed 
: Decem- Decem- 
at rates ranging from 3% percent to 5% percent, and amounts ber alee bern 
owing to the prime contractors of the ANZCAN cable system 1985. 1984. 
bearing interest at the rate of 8% percent payable in pounds sterl- (in thousands of 
ing and in United States dollars. dollars) 
Inleresvomlong-teniiiGe Dives eeer a tec neee se 4,846 3,444 
Othertinteres tear etre en ee reer oe ner ane ear 363 825 
Amortization of financial commitment charges 
related to the ANZCAN project ..............cc:cee 210 


5,209. 4,479 
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9. Income tax 
The Corporation is subject to federal income tax. 


Deferred income tax results principally from timing differences 
between depreciation of fixed assets for accounting and income 


tax purposes. 
Income tax expense comprises: 


Year 9 months 
ended ended 
Decem- Decem- 
ber 31, ber 31, 
1985 1984 
(in thousands of 
dollars) 
GUurrenit eaters ek eee es aoe ele, Sete 44,645 28,026 
Deferred reir escent e ns ae araantet 1,921 3,399 
46,566 31,425 


10. Commitments 


(a) Construction in progress 


As at December 31, 1985, the estimated cost of completing 
construction projects, planned and in progress, amounted to 
approximately $144,600,000, of which $43,600,000 relates to 


the year ending December 31, 1986. Contractual 


commit- 


ments outstanding as at December 31, 1985 amounted to 


approximately $13,973,000. 
(b 


~~ 


Forward exchange contracts 


As a result of the Corporation’s participation in the ANZ- 
CAN project, the Corporation must make payments to a 


prime contractor, in pounds sterling. 


To protect itself against this foreign currency exposure, the 
Corporation has entered into forward exchange contracts 


with two Canadian chartered banks to buy a 
44,678,000 pounds sterling. The balance of amounts 


total of 
involved 


under the contracts, estimated to cover construction costs and 
interest charges, is hedged in United States dollars as follows: 


United 
States 


sterling dollars 


(in thousands) 


Pounds 
Maturities 
1D & G meet er eee oe rt te rccs eves eee eee tl 5,769 
1D 87] emer or icrrcee ars cot onc uk eee ee 5,459 
NDS Sree eee te ete Mets were ear eat a SSIS 
19 SO Hane ee See ee ae at adh ck Rel x Wich goth, Reh 4,842 
ee es ecins ae cc-o ee Ace ee eee ee ok Oe 4,533 
ND O10 3 RN RIE cae ee cg a 9,981 

35,735 


9,421 
8,964 
8,522 
8,079 
7,627 
17,030 


59,643 
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(c) Long-term leases 


(d) 


(e) 


INE 


The Corporation is a party to long-term leases covering prop- 
erties and facilities. The aggregate minimum annual rentals 
which will be paid in subsequent years are: 


(in thou- 
sands 
of dol- 

lars) 
V9OS Oc OR. BS er Ce PN ee ee ets ew 14,785 
19S 7h m 2. eee, te cm peli seu e Ie, Sets ee 14,093 
198 8 reenter trees oneal Le ns. ae Ae nee 13,406 
ete et be, oer eee a traee Sirmermberte TATE AR Iae Ry ey ee) eT 8,288 
LOQO) sessctatet eacsra situ tank siete cPU tioae et ene aay ee al aoe 5,962 
} OO SO Shay see ox we bees ads Ca et 2 oO Rk a 7,035 


Rental expenses for property and facilities which were 
charged to the year ended December 31, 1985 amounted to 
$16,351,000 ($11,026,000 for the period of 9 months ended 
December 31, 1984). 


Agreement with the Department of Transport 


Under the terms of an agreement between the Corporation 
and the Department of Transport, the Corporation charters 
the cableship/icebreaker C.C.G.S. John Cabot on a cost 
reimbursement basis for periods of actual usage. This agree- 
ment is cancellable on 12 months notice. The Corporation 
incurred a cost under this agreement of $5,408,000 during 
the year ended December 31, 1985 ($6,969,000 for the 9 
months ended December 31, 1984). 


Intelsat and Inmarsat commitments 


As at December 31, 1985, the Corporation’s share of Intel- 
sat’s and Inmarsat’s outstanding commitments was respec- 
tively $25,097,000 and $19,679,000 based on their financial 
statements as at December 31, 1985. 


Contingencies 


(a) Retirement compensation benefits 


(b 


— 


Prior to November 1, 1974, the Corporation provided a post- 
retirement life insurance plan for its retiring employees. On 
that date, the plan was replaced by a retirement compensa- 
tion benefit for all employees on staff at the time. The cost of 
this benefit is recognized in the accounts in the year in which 
payments are made. As at December 31, 1985, the maximum 
liability of the Corporation under this plan, should all 
entitled employees retire while in the service of the Corpora- 
tion, amounted to $1,597,000 ($1,738,000 as at December 
31, 1984). 


Estimated amount due to CTO partners 


Once the governments of all 26 member countries completed 
the signing formalities, the Commonwealth Telecommunica- 
tions Organisation (CTO) Financial Agreement of 1973 was 
legally terminated, retroactive to March 31, 1983. However, 
partnership accounts have only been finalized up to March 
31, 1981. For those years in which accounts have not been 
finalized, the Corporation has provided in its liabilities for 
the excess of provisional settlements received over the 
estimated recoverable amounts. However, the results of the 
final settlements for those years could differ from the 
estimated amounts. 


12. Announced privatization of the Corporation 


In a statement dated October 30, 1984, the Minister of 


Regional Industrial Expansion announced the intention of the 
Government of Canada to sell the Corporation to the private sec- 
tor. Although the privatization process is underway, the eventual 
selling price was not determinable at the time of preparation of 
these financial statements. 
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SUMMARY PAGE 


URANIUM CANADA, LTD. 


MANDATE 


To negotiate, execute and perform agreements for the purchase, stockpiling and sale of uranium concentrates on 
behalf of the Crown and to do anything necessary or incidental thereto. 
BACKGROUND 


The Corporation accumulated 24 million pounds of uranium oxide and made sales from this to utilities abroad. The 
last of the stockpile (14.5 million pounds) was transferred to Eldorado Nuclear Limited in 1981. 


Uranium Canada, Ltd. was dissolved on December 17, 1985 pursuant to Bill C-60 which was given Royal Assent on 
October 29, 1985. 
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URANIUM CANADA, LIMITED 


THE CORPORATION HAD NEGLIGIBLE ASSETS AND WAS INACTIVE 
DURING THE REPORT PERIOD 
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SUMMARY PAGE 


VANCOUVER PORT CORPORATION 


MANDATE 


Administration, management and control of the Vancouver Harbour and all the works and property within the 
harbour previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the 
National Harbours Board. 


BACKGROUND 


The Vancouver Port Corporation was established on July 1, 1983 pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Vancouver is the largest port in Canada. 
In 1985, 56.1 million tonnes of cargo passed through the port, a slight volume decrease from the record-breaking 
previous year. Coal (20 million tonnes) and grain (9.3 million tonnes) are the most important commodities; however, 
sulphur and potash are growing in importance. 


CORPORATION DATA 


HEAD OFFICE 1900-200 Granville Square 
200 Granville Street 
Vancouver, British Columbia 
V6C 2P9 

STATUS — Schedule C, Part II 


APPROPRIATE MINISTER 
- DEPARTMENT 

DATE AND MEANS 

OF INCORPORATION 


= CHIEF EXECUTIVE 


— an agent of Her Majesty 

The Honourable John Crosbie, P.C., Q.C., M.P. 

Transport 

July 1, 1983; letters patent of incorporation issued by the Minister of 
Transport pursuant to subsection 6.2(1) of the Canada Ports 


Corporation Act. 


Francis J. MacNaughton 


OFFICER 
CHAIRMAN Hector D. Perry 
AUDITOR The Auditor General of Canada 


_ FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


Six months to 


1985 1984 Dec. 31, 1983 
_ At the end of the period 
PotaltAssetsirs gctien.cn.ick. ot ees ore Cpr, 3253 MRIS 242.7 221.0 206.3 
Oblusations tothe private sector. ee et eee eh NG ee rade nil nil nil 
ODI PATTON S U0 CANO conc caaractet anes eee ie een a ae ale OD 81.0 81.2 81.5 
LCL TAA) CETTE: Ra en ON PE SNES CRI es oe te 119.0 98.6 81.8 
_ Cash from Canada in the period 
= DUE Reta yi LPR a: Ft Oth SRR SERRATE WR IO OM oof hedte oe detennercs nil nil nil 
=< NON DUGPCLALY cit iraad aoe ee ame aoe ae oe ea eee nil nil nil 
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VANCOUVER PORT CORPORATION 
AUDITOR’S REPORT 


THE HONOURABLE DONALD MAZANKOWSKI, P.C., M.P. 
MINISTER OF TRANSPORT 


I have examined the balance sheet of Vancouver Port Corporation 
as at December 31, 1985 and the statements of income and retained 
earnings and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, the Canada 
Ports Corporation Act and by-laws of the Corporation. 


Raymond Dubois, C.A. 
Deputy Auditor General 
for the Auditor General of Canada 
Ottawa, Canada 
February 25, 1986 


BALANCE SHEET AS AT DECEMBER 31, 1985 
(in thousands of dollars) 


ASSETS 1985 1984 LIABILITIES 1985 1984 
Current Current 
LBS (Watts Ath RNR, Sis ayy as | ee ee eed 1,087 827 Accounts payable and accrued liabilities ............0.000.000000. 7,892 6,186 
Investmentsi(INotes3) eaeeeeee re a eae ee 36,054 28,692 Grantsynilieu!of municipalltaxes....-...---.1e ee 3,612 4,710 
ACCOUNtSIRECEIVADIC Ee eet ee nen em ee 9,488 9,264 Defenredtrevenuess f5 eae eee ee eee 2 834 lilo, 
Materialsiand(supplicseaewmeunt-e tts). ch «= toe et, aie 778 718 14,338 13,025 
47,407 39,501 Long-term 
Long-term Atceniedrem ployee Denctits esses een ae 1,203 952 
Thivestmientsi(INOtesS)) eee a eee eee ee 9,472 9,410 Hoans trom Canada (Notes) nee ee ee 108,204 108,377 
Receivables: ((Note'4) an anes seereenrene corte naan nree 8,223 4,596 109,407 109,329 
17,695 14,006 123,745 122,354 
FixediINote's)) ser ae sees eee ee iy RR 177,605 167,446 
EQUITY OF CANADA 
Conthibutedtcapitall (Notes) eee eee AEX) THES 
Retainediea rnin gs nv. erence ee) a Oe 111,229 90,866 
118,962 98,599 
242,707 220,953 242,707 220,953 


—— a a ce 
Approved by the Board: 


HECTOR PERRY 
Chairman 


ROD SNOW 
Director 
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VANCOUVER PORT CORPORATION—Continued 
STATEMENT OF INCOME AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 


1985 1984 
Revenuetromoperationscm ane et he 104,349 94,746 
Operating and administrative Expenses 0.0.0.0... 79,562 73,294 
Grantsiin jiew of municipalitaxesmercia.m tet ete eee esos 4,265 4,391 
PPCDRECIAU OR ete eee eras ee er eee hee riers onesie. bats ee 4,704 4,526 
88,531 82,211 
Income from OpenatiOnSest | ce ee eh eee 15,818 12553 
minvestmentincome.<feen...6 38. CONT att... ee 2 4,895 4,600 
_ Interest expense on loans from Canada ............c.ccccececeeees (350) (361) 
INet income sc.c6ee 5. ee oe ee LS, Ee ae 20,363 16,774 
Retained earnings at beginning of the year 0.0.0.0... 90,866 74,092 
Retainediearningsat end:ofsthe yeate.....4..-%. 0s eee 111,229 90,866 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1985 
(in thousands of dollars) 
1985 1984 
Operating activities 
ING CALI COMTIE te eee ent cena Sart 5 ea en 20,363 16,774 
Items not affecting cash 
Deprechatiom emer tet steerer reer encnccases: 4,704 4,526 
OCHA Be Re Ree See es ee tee 178 115 
Increase (decrease) in operating components of working 
Capital Reset. 288 eriyl sontiice., 1.82... See ey 1,029 (1,883) 
Cash provided by operating activities... 26,274 19,532 
Financing activities 
| Loans from Canada currently payable ...............0cceee 173 161 
| Cash required for financing activities... cee 173 161 
_ Investing activities 
Additions: tofixed!assetsis.... 0&..2.80 4.5. See ee 18,815 20,344 
Reduction to fixed assets on cost recovery (Note 4) ............ (3,947) 
Increase in long-term receivables (Note 4) ...............c00 3,947 
OTH Creek RARE Rhee Ce Bob ed: Brie Be, th, ovement eee (336) (349) 
Cash required forinvesting activities o.<...0.4..2000s.-12. tees 18,479 19,995 
Increase (decrease) in cash and short-term investments.......... 7,622 (624) 
Cash and short-term investments at beginning of the year...... 29,519 30,143 
Cash and short-term investments at end of the year................ 37,141 29,519 


NOTES TO FINANCIAL STATEMENTS 
| DECEMBER 31, 1985 


1. Incorporation and objectives 


The Vancouver Port Corporation (the Corporation) was estab- 


lished effective July 1, 1983 as a local port corporation pursuant 
to the Canada Ports Corporation Act and is named as a Crown 
corporation in Schedule C, Part II of the Financial Administra- 
tion Act. The Corporation is exempt from income taxes. 

The objectives of the Corporation are to manage and operate 
the harbour of Vancouver as an effective instrument in support of 
the national ports policy as set out in the Canada Ports Corpora- 
tion Act. 

In accordance with the Canada Ports Corporation Act, all 
rights, obligations and liabilities of the Canada Ports Corporation 
(C.P.C.), formerly National Harbours Board, relating to the Port 
of Vancouver were transferred to the Corporation by C.P.C. 
effective July 1, 1983. The net assets transferred were recorded by 
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the Corporation as contributed capital of $7,733,000 and retained 
earnings of $67,436,000 at the book values established in the 
accounts of C.P.C. 


. Significant accounting policies 


These financial statements have been prepared by management 
in accordance with generally accepted accounting principles con- 
sidered to be appropriate in the circumstances and consistently 
applied. A summary of the significant accounting policies of the 
Corporation is as follows: 


Fixed assets and depreciation 


Fixed assets are recorded at cost except for those transferred to 
the National Harbours Board, now C.P.C., from Canada which 
are recorded by the Vancouver Port Corporation at appraised or 
fair market values established at the time of that transfer. 
Depreciation of fixed assets is calculated on the straight-line 
basis, commencing with the year the asset becomes operational, at 
rates based on the estimated useful lives of the assets as follows: 


Years 
Dredging 40 
Berthing structures, buildings, roads and surfaces 10 to 40 
Utilities 10 to 33 
Machinery and equipment 1 to 20 
Office furniture and equipment 5 


Pension costs 


All permanent employees of the Corporation are covered by the 
Public Service Superannuation Plan administered by the Govern- 
ment of Canada. Contributions to the Plan are required from both 
the employee and the Corporation. These contributions represent 
the total liability of the Corporation and are recognized in the 
accounts on a current basis. 


Insurance 


The Corporation assumes substantially all risks against fire and 
property damage, as well as for worker’s compensation claims. 
Any costs arising from these risks are recorded in the accounts in 
the period incurred. 


Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are based on estimated munic- 
ipal assessments adjusted in accordance with the Municipal 
Grants Act. After the amounts have been audited by the Munic- 
ipal Grants Division of Public Works Canada, any adjustments 
upon finalization are reflected in the accounts in the period of set- 
tlement. 


Employee benefits 


The Corporation accrues in its accounts the estimated liabilities 
for severance pay and annual leave. These benefits are provided 
for under collective agreements and corporate policy. 


. Investments 


Funds are invested in Government of Canada treasury bills 
(current) and bonds (long-term) which are shown at amortized 
cost, with premiums or discounts amortized over the periods to 
maturity. At December 31, 1985, the market value of treasury 
bills approximated carrying value and the market value of bonds 
was $10,526,300. 
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VANCOUVER PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1985—Concluded 


4. Long-term receivables 


Long-term receivables result from: 


(a) 20 year agreements covering the sale of grain elevator facili- 
ties which become due over periods of 9 to 11 years at inter- 
est rates varying from 5.75% to 6.625%. 


(b) A non-interest bearing agreement signed April 30, 1985 for 
reimbursement of $3,947,300 in respect of Roberts Bank 
causeway fill placement costs capitalized in 1983. Reim- 
bursement to the Corporation is to be made when rail track- 
age is installed on the causeway or April 1994, whichever is 
earlier. 


5. Fixed assets 


1985 1984 
Accu- 
mulated 
deprecia- 
Cost tion Net Net 
(in thousands of dollars) 
Lande etear aerate S USNS Useless 79,083 
Dredoinge sree 304 154 150 100 
Berthing structures........ 48,400 20,779 27,621 21,813 
Buildings eee. 19,551 7,701 11,850 12,128 
Utilitiessee-eeceermeeres 10,415 4,254 6,161 5,938 
Roads and surfaces........ 24,482 12,101 12,381 13,798 
Machinery and equip- 
MIEN tee ee ee eres 21,937 hi 14,720 15:57 
Office furniture and 
equipment ecm s 582 511 71 106 
Projects under  con- 
structions eee 29,516 29,516 18,903 
230,322 52,717 177,605 167,446 
6. Loans from Canada 
1985 1984 
(in thousands 
of dollars) 
Interest bearing loan at 7.5% repayable in blended 
annual instalments until December 31, 2000........... 4,506 4,667 
Less Current portionie ee ac. :,,7. eee ee ee 173 161 
4,333 4,506 
Non-interest bearing loan with an indefinite due date 76,494 76,494 
Accrued interest not due and payable ............cccceeeees Sl 222i 


108,204 108,377 


The non-interest bearing loan and accrued interest not due and 
payable were transferred to the Corporation by C.P.C. effective 
July 1, 1983. This loan replaced an interest bearing loan of the 
same amount on which interest of $27,377,000 had accrued to 
December 31, 1980. 

Principal repayment requirements over the next five years 
amount to $173,000 in 1986, $185,000 in 1987, $199,000 in 1988, 
$214,000 in 1989, and $230,000 in 1990. 
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. Commitments and contingencies 


At December 31, 1985 the estimated cost of completing all 
approved capital projects was $29 million of which the Corpora- 
tion had contractual obligations at that date for $5.9 million. 

Claims aggregating approximately $2 million in respect of law- 
suits, guarantees, employee agreements, damage allegedly suf- 
fered on the Corporation’s property and sundry other matters in 
dispute have been made against the Corporation. In the opinion of 
management, the final outcome of such claims will not result in 
any material loss. 

The Corporation has long-term lease obligations for office 
accommodation aggregating $1,171,000 for the period from Janu- 
ary 1, 1986 to October 31, 1988 at a base annual rent of 
$448,000. The obligations also call for payment of a pro-rata 
share of operating costs estimated at $67,000 for 1985. 


. Related party transactions 


The Corporation is related in terms of common ownership to all 
Government of Canada created departments, agencies and Crown 
corporations. 

In addition to the loans from Canada disclosed in Note 6 and 
an additional payment of $8 million to Canada Harbour Place 
Corporation for the construction of a cruise ship facility at 
Canada Place in Vancouver, B.C., the Corporation paid $1.9 
million to Canada Ports Corporation as its share of that Corpora- 
tion’s head office expense. 


. Subsequent event 


The Government of Canada has requested cash contributions 
from various Crown corporations, including the Ports Canada sys- 
tem made up of the Canada Ports Corporation, Vancouver Port 
Corporation, and other local port corporations. This cash recovery 
program is for the years 1985-86 and 1986-87. There was a 
request for a contribution of $83 million from the Ports Canada 
system to be payable to the Government of Canada by March 31, 
1986. 

The Board of Directors of Vancouver Port Corporation has 
resolved at its meeting of February 25, 1986 to remit to the Gov- 
ernment of Canada by March 31, 1986 the sum of $14,059,000, 
representing this Corporation’s share of the requested contribu- 
tion of $83 million for 1985-86. 

There is a further request for a contribution of $50 million from 
the Ports Canada system to be payable by June 30, 1986. The 
Corporation’s share of this amount has not been determined. 


PUBLIC ACCOUNTS, 1985-86 361 


SUMMARY PAGE 


VIA RAIL CANADA INC. 


-MANDATE 


To manage rail passenger services in Canada in such a manner as to improve their efficiency, effectiveness and 
economy. 


BACKGROUND 


In accordance with contracts with the Minister of Transport, VIA Rail operates inter-city, transcontinental, regional 
and remote passenger train services over CN and CP railway tracks. 


_ CORPORATION DATA 


2 Place Ville-Marie, 
Montreal, Quebec 
H3B 2G6 


_ HEAD OFFICE 


STATUS — Schedule C, Part I 
. — not an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P. 


_ DEPARTMENT Transport 


_ DATE AND MEANS 
_ OF INCORPORATION 


_ CHAIRMAN AND ACTING 
CHIEF EXECUTIVE 
OFFICER 


_ AUDITOR 


Incorporated under the Canada Business Corporations Act on 
January 12, 1977. The Minister of Transport acquired all common 
shares on April 1, 1978. 


Lawrence Hanigan 


Raymond, Chabot, Martin, Paré and Associés 


_ FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1985 1984 1983 1982 
(restated) 
At the end of the year 
rota beAssets occu at el Ee AM ses 898.6 749.8 652.4 538.4 
ach and SnOLt Perm OCcuriCles etere ee ieee ca tc 3.9 27.4 15722 L363 
Obligations fo. the private SCCtOn secre rere sree enecn nil nil nil nil 
Obligations to Canada. cierto rnees sea tee parece nil nil nil 11.0 
Faquitycof: Canada « .2.csrrane acto eR ces aching 718 603.1 aye lees) 383.5 
' Cash from Canada in the year 

Hae ONO SCEAEY pester canscca rears decen ss een tee REC lest 631.4 473.5 597.6 534.8 
==Snon- bud setar yeni ee secs cca ct ae eagieaeeSeinrase res nil nil nil nil 
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VIA RAIL CANADA INC. 


RESPONSIBILITY FOR PREPARATION AND INTEGRITY OF 
FINANCIAL STATEMENTS 


The management of VIA is responsible for the preparation and 
integrity of the financial statements contained in the Annual Report. 
These statements have been prepared in accordance with generally 
accepted accounting principles and necessarily include some amounts 
that are based on management’s best estimates and judgement. Man- 
agement considers that the statements present fairly the financial posi- 
tion of VIA and the results of its operations. 


To fulfill its responsibility, VIA maintains systems of internal 
accounting controls, policies and procedures to ensure the reliability of 
financial information and to safeguard assets. The internal control sys- 
tems and financial records are subject to reviews by internal auditors 
and by Raymond, Chabot, Martin, Paré & Partners, during the exami- 
nation of the financial statements. 


The Audit Committee of the Board of Directors meets periodically 
with the internal and external auditors, and with management to 
approve the scope of audit work and to assess reports on audit work 
performed. The financial statements have been reviewed by the Audit 
Committee and approved by the Board of Directors upon their recom- 
mendation. 


BALANCE SHEET AS AT DECEMBER 31 
(in thousands of dollars) 


1985 1984 
Current assets 
@ashvand short=tenimideposltSean cms eee terres 3,896 27,387 
WecountsinecelVaDle mere test cts. ce tine eee eee 10,729 9,588 
Advanceronicontractsi(INote)S) nn. cease eee 4,817 8,432 


Receivable from the Government of Canada .................... 
Matenalstand suppitesmmens sens er aera 


LSTA US S165 
19,481 9,089 


212,094 168,261 


Long-term assets 


Rropertiess(INOtG 4) reece etre acc haustoria 678,712 570,452 
Deferredichargesmccne. tom eee ccsctrs ee enone Te OO Wlel23 


686,481 581,575 


898,575 749,836 
Signed on behalf of the Board: 


HUGH K. SMITH 
Director and Chairman of the Audit Committee 


LAWRENCE HANIGAN 
Director and Chairman of the Board 
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AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF TRANSPORT 


We have examined the balance sheet of VIA Rail Canada Inc. as at 
December 31, 1985 and the statement of income and retained earnings 
and changes in financial position for the year then ended. Our exami- 
nation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Corporation as at December 31, 1985 and the results of 
its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


We further report that, in our opinion, the transactions of the Cor- 
poration that have come under our notice in the course of our examina- 
tion of the financial statements were, in all material respects, in 
accordance with Part XII of the Financial Administration Act and 
regulations thereto, the charter and by-laws of the Corporation and 
any directive given to the Corporation. 


Raymond, Chabot, Martin, Paré & Associates 
Chartered Accountants 
Montreal, Canada 
January 31, 1986 


1985 1984 


Current liabilities 
Accounts payable and accrued liabilities 166,835 131,903 
Deferredirevenuese see eee 5,367 2,873 


172,202 134,776 


Long-term liabilities 


Deferred investment tax credits (Note 10)... 12,854 10,460 
Deferreduincomer:taxes| (Notes) erat eee een 1727 1,489 
14,581 11,949 

SHAREHOLDER’S EQUITY 
Shareicapitali(INote:s)) se esereee eer te eee 9,300 9,300 
Contnributedisurplusi(Note:6)/t yee ee 700,587 592,829 
Retainedtearnings rer eens ns eee re ey 1,905 982 


WOE? LEU 
898,575 749,836 
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VIA RAIL CANADA INC.—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31 YEAR ENDED DECEMBER 31, 1985 


(in thousands of dollars) i cccuntineipolicies 


ee These financial statements have been prepared by management 


1985 1984 in accordance with accounting principles generally accepted in 
Canada and conform in all material respects with the accounting 
“Revenue standards of the International Accounting Standards Committee 
Passengerse te terre erations notes en a Bly 5 201,393 177,041 as they relate to the presentation of historical cost financial infor- 
Contract (Note a) Neer teem er one $23,602 397,796 mation. The significant policies are summarized below: 
Other ween en Were s Bi Aree oem kveere, fe 2 4,307 24,046 
729,302 598,883 (a) Revenue recognition 
Passenger revenue is recognized when earned. Contract reve- 
Expenses nue (Note 2a) is recognized on a realized and estimated basis 
Operations and maintenance (Note 2b)............00c000. 465,586 356,847 and any changes in the estimates are accounted for in the 
Customer and support services ..............ccccsccsseseesees 166,776 153,061 year of change. 
Generaltand administrative 2-1.) tee 48,229 52,293 ' 
Depreciation and amortization ...............ccccccceseeeee 44,112 32,859 (b) Charges under railway operating agreements 
724,703 595,020 Charges from the contracting railways in respect of the oper- 
ating agreements (Note 2b) are recorded on an incurred and 
Income berorenncome taxes ee tet ten me ee 4,599 3,863 estimated basis. 
Hnicometaxesi(NOte!9)) sere tere erence nee ree 3,676 4,915 These expenditures are subject to adjustment by the 
IN etuincomien(lOSS) eet erect Ae ick «os ess 923 (1,052) Canadian Transport Commission following a review of the 
actual costs incurred each year by the parties concerned. 
Retained earnings Adjustments arising from this review are included in the 
Balance at beginning of year Statement of Income and Retained Earnings in the year in 
As previously reported ae Sinise Mans iidare Sasa oweieheuten tec ROM 6,682 5,108 which the resolution occurs. 
Prior period adjustment (Note 10)..........00.0.000 (5,700) (3,074) 
Ret cl ee he oe aN a 982 2,034 (c) Materials and supplies 
Balance tendiotiycateemmuan staan 1,905 982 The inventory is valued at weighted average cost for onboard 


stock, latest invoice price for fuel and new materials in stores, 
and at estimated utility or sales value for usable second-hand, 
STATEMENT OF CHANGES IN FINANCIAL POSITION obsolete and scrap materials. 
YEAR ENDED DECEMBER 31 (d 
(in thousands of dollars) 


~— 


Properties 


Properties, including those acquired under capital leases are 
recorded at cost. The costs of refurbishing and rebuilding of 


1985 1984 rolling stock for the first time are capitalized. These costs are 
incurred to improve and extend the useful life of the assets 
Cash provided by (used for) operations concerned. The costs of refurbishing and rebuilding of rolling 
Netincoiie (loss) 3.0) 235 2888) 20 |e or 923 (1,052) stock, for a second time, except for major renewals, are 
Non-cash charges to income charged to operations. 
Depreciation and amortization .................00 44,112 32,859 Pe ae 
Deferred income taxes ..........:ccscccccssesessesseees 238 672 (e) Depreciation and amortization 
Losses on retirement Of assets ...........0sssse 3,866 430 Depreciation and amortization is calculated on a straight-line 
49,139 32,909 basis at rates sufficient to write off properties over their 
Changes in working capital estimated useful lives. The estimated useful lives for signifi- 
Accounts pert Me SEAT TIEEE ROS ns 5 15 (1,141) (259) cant classes of assets are as follows: 
Maternialsiand suppliest a pe ee eee (10,392) (8,180) ‘ 
Receivable from the Government of Canada... (59,308) (65,623) Rolling stock Attys 8 to 30 years 
Accounts payable and accrued liabilities ......... 35,551 11,464 Stations and related facilities 20 years 
Deferredinevenué 28 ste tnn ann Ghee S 2,494 (104) Maintenance buildings 25 years 
(32,796) (62,702) Machinery, equipment and other fixed assets 3 to 15 years 
| Net cash flow from operations ...........:c0c0ccscceeeo 16,343 (29,793) Office furniture and equipment 3 to 20 years 
Se Te a ae Leasehold and infrastructure improvements 10 to 38 years 
_ Cash provided by financing activities No depreciation is provided for projects in progress. 
Capital funding from the Government of 
Ganadap pe ee cok, See Duele eee 107,758 75,700 (f) Deferred charges 
Receivable from the Government of Canada....... (98) (48,124) ss ised of the costs of 
Deferred investment tax credits................0000000. 3,438 4,243 Deterret) Chatees asc Dunepaly Comprise 


development of information systems and are being amortized 


oe ae ELE on the straight-line method over periods varying from three 
; to seven years. Accumulated amortization of $27,808,000 
eae Tsie eam ss eie (1984—$21,895,000) has been deducted in arriving at the 
Deferred charges... ccccscensnnntnneneein (2,640) (4,433) carrying value of the deferred charges. 
Changes in working capital (g) Leases 
AGVance on COntracts rnc an ee cer enn 3,615 14,248 ; . 
Accounts payable and accrued liabilities ......... (619) 7,605 Assets recorded under capital leases ‘are amortized on a 
(150,932) (131,796) straight-line basis over the terms of the leases. 
Decrease in cash during the year ..............:cccscees (23,491) (129,770) All other leases are accounted for as operating leases and the 
Rash at beginning Of year ™y.....c..cce.csscccsecsecesserescsees> 27,387 157,157 rental costs are accounted for as incurred. 


Beach at endof years une wat arene ee ees 3,896 27,387 


*Includes short-term deposits. 
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VIA RAIL CANADA INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1985—Continued 


(h) Deferred investment tax credits 


In accordance with the cost reduction approach, investment 
tax credits are deferred and amortized to income over the 
estimated useful lives of the related assets. 


(i) Pensions 


The cost of providing pension benefits is determined by 
actuarial valuations, which allocate to each year of service 
the applicable portion of total estimated benefits, based on 
projections of employees’ compensation levels to the time of 
their retirement. 


Current service costs include the portion of estimated ben- 
efits attributable to services rendered during the current year 
and are funded as they accrue. 


Past service costs are being funded over periods up to twenty- 
five years having regard for rates recommended by the actu- 
ary and approved by the Superintendent of Insurance. 


2. Operating agreements 


(a) Railway passenger service contract 


The Corporation has entered into an agreement with the 
Government of Canada to provide services, activities and 
undertakings relating to the provision, management and 
operation of railway passenger services in Canada. 


The agreement also provides that the Minister of Transport 
and the Corporation shall enter into Subsidiary Service 
Request Agreements with respect to specified intercity rail 
passenger services. 


(b 


~— 


Canadian National Railway Company and Canadian Pacific 
Limited 

The Corporation has operating agreements with the railways 
for the use of tracks, facilities, train personnel, rolling stock 
servicing and refurbishing. 


During the year, the costs relating to the railway operating 
agreements net of capital expenditures amounted to 
$400,777,000 (1984—$341,739,000) and are included in 
operations and maintenance expense in the Statement of 
Income and Retained Earnings. 


3. Advance on contracts 


Advance on contracts represent payments made on capital 
projects for the construction of maintenance facilities, station 


upgrading, infrastructure improvements and the purchase of 
maintenance materials. 


4. Properties 


1985 1984 
(in thousands of 
dollars) 
Land tang Ar ee te DRM MN Rei ir hast. 391 365 
Rolling stock 496,751 357,545 
Stations and) facilities... .cccec.-ecce-cecereeseezs ses. 9,463 233 
Maintenance buildings.....0....0..c.cccccccccccseceeceeees 42,884 
Machinery, equipment and other fixed assets 8,231 3,641 
Office furniture and equipment ..........0.0........ 17,593 15,485 
Leasehold and infrastructure improvements... 133,481 33,057 
708,794 410,326 
Accumulated depreciation and amortization.. (120,218) (86,048) 
$88,576 324,278 
Rrojectsimipropress aus een) ee 90,136 246,174 


678,712 570,452 
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At December 31, 1985 the gross value of assets under capital 
leases included in stations and facilities was $5,250,000 and 
related accumulated amortization thereon amounted to $8,000 
(Note 7b). 


5. Share capital 


1985 1984 
(in thousands 
of dollars) 
Authorized 
An unlimited number of common shares of no par 
value 
Issued and fully paid 


93 000icommoni shares seacsascr ste ee eee ee 9,300 9,300 


6. Contributed surplus 


Contributed surplus represents amounts received or receivable 
from the Government of Canada for capital expenditures. 


7. Lease obligations and commitments 


(a) The future minimum rental payments relating to operating 


(b 


(c 


— 


) 


leases are as follows: 


(in 
thousands 

of 
dollars) 
198 Ginter ohaae: 5 ash OR GAs fol hoes ee ae CM ee ee ee 14,339 
L987 seticdevacseccaigeet rushes soviet oneiets ty Bry eee Senate eae 9253 
OS See es eee cre. Beet crear tae ee se err ere eee eee 7,145 
198 Oi errno d show siseras dante euawec arte arn anlateae re nn ne ee eee 6,138 
1S 12) 0 a ee ieee CO renner era ioc Po noe err cee ORCAS 5,885 
Subsequent Vearn<.cc..ceccstn stecscteeee tne ee . 343,812 


386,572 


A significant portion of the leases are for real estate or rental 
of computer equipment and services. 


During the year, the Corporation acquired certain station 
properties under capital leases with initial terms of twenty 
years. Lease payments applicable to the initial terms have 
been paid in lump sums at the inception of the leases, so 
consequently, no obligations under capital leases exist. 


At December 31, 1985 the Corporation has outstanding com- 
mitments mainly relating to the purchase of property and 
equipment amounting to approximately $63,590,000. 


8. Pension plans 


(a) The Corporation has retirement benefit plans covering all of 


its permanent employees, including those transferred during 
the year from Canadian National Railway Company (Note 
11). Under the plans, employees are entitled to benefits at 
retirement age, based on compensation and length of service. 


An actuarial valuation of the pension plans was carried out 
as at December 31, 1983. Based on this valuation, the 
unfunded liability in respect of past service costs at Decem- 
ber 31, 1985, excluding any such liability pertaining to the 
foregoing employees transferred to the Corporation during 
the year, amounted to approximately $21,700,000 (1984— 
$20,202,000). 
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VIA RAIL CANADA INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1985—Concluded 


10. 


The pension expense charged to operations, determined in 
accordance with the basis described in Note 1(i), was 
$4,977,000 (1984—$15,936,000). The 1984 expense of 
$15,936,000 includes payments of $11,589,000 to meet the 
recommended contributions up to December 31, 1986 in 
respect of the unfunded past service liability. 


(b) It was agreed that the employees transferred from Canadian 
National Railway Company during 1985 would be fully pro- 
tected to the extent of their benefits accrued under the pen- 
sion plan of their former employer. Negotiations are continu- 
ing concerning the amount of funds to be transferred to cover 
accumulated benefits up to the dates of transfer. 


. Income taxes 


The tax allocation basis of accounting for income taxes is fol- 
lowed whereby tax provisions are based on accounting income and 
taxes relating to timing differences between accounting and tax- 
able income are deferred. 


Income taxes are comprised as follows: 


1985 1984 


(in thousands 
of dollars) 


Currentichargess ec iics alce eee eee ee e 3,438 4,243 
Deferred itaxsincreaseye scarier ices eee cn 238 672 


3,676 4,915 


The income tax expense is high in relation to income before 
income taxes as a result of management’s decision to use invest- 
ment tax credits which have a limited time period for application, 
as opposed to the use of additional capital cost allowance which 
can be applied indefinitely to reduce the amount of income tax 
payable. The tax benefit of the timing differences between capital 
cost allowances and depreciation and amortization expense which 
results from this action have not been recognized because of 
uncertainty as to their realization. 


No current income taxes are payable as a result of the applica- 
tion of the investment tax credits in the amount of $3,438,000 
(1984—$4,243,000). 


Prior period adjustment 


As indicated in the Corporation’s 1984 financial statements, 
Revenue Canada is auditing the Corporation’s taxation returns. 
While the audit of the taxation returns for the years ended 
December 31, 1978 to 1984 is not yet complete, a settlement has 
been mutually agreed to, in which the Corporation would pay no 
income tax as a result of using $12,906,000 of investment tax 
credits which have been accounted for using the cost reduction 
approach. 


Accordingly, the balance of retained earnings at January 1, 
1985 has been adjusted by $5,700,000 (1984—$2,626,000). This 
amount represents the cumulative increase in income taxes of 
$12,906,000 (1984—$4,243,000) offset by the cumulative rever- 
sal of deferred income taxes of $4,760,000 (1984—$544,000) and 
the cumulative amortization to income of $2,446,000 (1984— 
$1,073,000) of deferred investment tax credits. The portion of the 
prior period adjustment applicable to years before January 1, 
1984 amounts to $3,074,000 and the balance of retained earnings 
at that date has been adjusted accordingly. 


WV) 


128 


13% 
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Related party transactions 


VIA Rail Canada Inc. is a Crown Corporation with all of its 
issued shares owned by the Government of Canada. 


In the normal course of business, the Corporation contracts 
with other Crown Corporations for services which in 1985 
amounted to $361,912,000 (1984—$300,368,000). The amounts 
payable to these Corporations at December 31, 1985 amounted to 
$44,787,000 (1984—$12,965,000). 


During the year rolling stock maintenance and certain station 
activities previously conducted under the operating agreement 
with Canadian National Railway Company referred to in Note 
2(b), were transferred under the Corporation’s direct control. 
Pursuant to these arrangements certain inventories and properties 
were acquired for a total consideration of $10,808,000. The Cor- 
poration also acquired the services of approximately 1,460 former 
employees of Canadian National Railway Company and entered 
into various operating leases for the rental of real estate on which 
the maintenance buildings and certain stations and facilities are 
located. 


Comparative figures 


Certain of the 1984 figures have been reclassified so as to con- 
form with the presentation adopted in 1985, including a revised 
basis for presenting the Statement of Changes in Financial Posi- 
tion to conform with the new recommendations of the Canadian 
Institute of Chartered Accountants. 


The 1984 figures are based upon financial statements which 
were reported on by Samson Bélair, Chartered Accountants. 


Subsequent events 


A National Rail Passenger Transportation Act which is 
expected to be tabled in Parliament shortly will establish a legisla- 
tive basis for the provision of national and commuter rail passen- 
ger transportation services. This legislation will change the Corpo- 
ration’s relationship with the Government of Canada, as well as 
the two freight railways which control the Corporation’s essential 
right-of-ways. 

A contract settlement between the Corporation and the 
Canadian Brotherhood of Railway, Transport and General Work- 
ers covering On-Board Services employees was rejected by the 
membership. Consequently, as of January 23, 1986, both parties 
are in a position where a legal work stoppage could occur. 


The financial impact of these events cannot be estimated with 
any certainty at this time. 
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PART II 


CROWN CORPORATIONS AND OTHER 
CORPORATE INTERESTS 
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1. INTRODUCTION TO PART II 


This Part responds to the provision in the Financial Administration Act, paragraph 153(3)(a) that the Report of 
the President “shall include a list naming, as of a specified date, all Crown corporations and all corporations of which 
any shares are held by, on behalf of or in trust for the Crown or any Crown corporation.” 


The information represents the status of Crown corporations and other Canadian government interests as at July 
31, 1986, unless otherwise noted. 


The individual lists are: 

parent Crown corporations and their subsidiaries and associates. These are grouped as: 

— Subsidiaries held at 100%, if wholly-owned, 

— Subsidiaries held at 50-99%, if 50 per cent or more of the equity is held by a Crown corporation, or, 


— Associate held at less than 50% if less than 50 per cent is held. (Generally subsidiaries of subsidiaries are 
listed only to a second ownership level below the 100% owned category); 


Joint Enterprises are those owned by Canada jointly with another government, whether foreign, provincial or 
municipal; 


Mixed Enterprises are those in which ownership is shared by Canada and the private sector; 
Other Entities are corporate entities without share capital, for which the Government of Canada, directly or 
through a Crown corporation, has a right pursuant to statute, articles of incorporation, letters patent or by-law, 


to appoint one or more members of the board of directors or similar governing body. 


International Organizations are entities created pursuant to international agreements by which Canada has a 
right to appoint or elect members to a governing body. 


A statistical summary of the number of entities in each of the lists is presented on the next page. 


The reader should note that the descriptions of corporate mandates appearing in this Part are intended to convey 
the essence of those mandates. They are not legal descriptions. Similarly, the description of the government’s 
_ objective in making investments in these corporations is meant only as a summarization. For further information, the 
reader is referred to the special Acts, articles of incorporation, or annual reports of the corporations. The government 
_ percentage ownership data displayed are based on the number of voting shares. 
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2. STATISTICAL SUMMARY 


As at July 31, 1986 


Crown Corporations 


e Parent Crown corporations, including eight 
corporations which are exempted from Part XII 


of the FAA 54* 
e Wholly-owned subsidiaries ears 
TOTAL 181 
Crown Corporations’ Investments (direct and indirect) 
e Subsidiaries held at 50% or more but less than 100% 34 
e Associates held at less than 50% 106 
TOTAL 140 
Joint and Mixed Enterprises 
TOTAL 26** 
Other Entities 
— Entities without share capital 3g 
International Organizations 
— Entities created pursuant to international agreement 15) 


* Includes: 

— in process of dissolution 

1. Canadian National (West Indies) Steamships Ltd. 
2. Canagrex 

3. St. Anthony Fisheries Ltd. 

** Includes: 


— 12 corporations in which the Superintendent of Bankruptcy has received 
shares in lieu of a cash levy. 
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3. THE LISTINGS 


3.1. PARENT CROWN CORPORATIONS, WHOLLY-OWNED 
AND ASSOCIATES 


Notes 


SUBSIDIARIES, OTHER SUBSIDIARIES 


1. For corporations scheduled in the Financial Administration Act (FAA), the relevant schedule is shown in 


parentheses immediately following the corporation’s name. 


2. Under the FAA, a subsidiary is a Crown corporation if it is wholl 
parent Crown corporations. 


1. Air Canada (C-IT) 


Subsidiaries held at 100% 
Air Canada Services Inc. 
enRoute Card International Inc. 
enRoute Card Inc. 
Airtransit Canada 
Touram Inc. 
Touram Group Service Inc. 


Subsidiaries held at 50-99% 
Matac Cargo Ltd. (50%) 


Associates held at less than 50% 
Aeronautical Radio, Inc. (1 share) 
Air Cargo Facilities (2.5%) 
Air Nova (49%) 
Air Ontario Holdings Inc. (24.5%) 
Airlines Clearing House Inc. (1 share) 
Airlines Reporting Corporation (3.3%) 
Airline Tariff Publishing Co. (6.69%) 
Global Travel Computer Holdings Ltd. (33.3%) 
GPA Group Limited (25.98%) 
Aircraft Finance Limited 
Air Maple Limited 
Air Tara Limited 
Aviation Consultants Limited 
Elasis B.V. 
European Expedite Limited 
GPA Corporation 
GPA (Europe) Limited 
GPA Financial Services Limited 
GPA Insurance Brokers Limited 
GPA Holdings Limited 
GPA Leasing (NA) NV 
GPA Midland Ltd. (51%) 
GPA Netherlands B.V. 
Guinness Peat Aviation Asia Limited 
Guinness Peat Aviation (Belgium) S.A. 
Guinness Peat Western Limited 
Transportation Analysis International Limited 
Irish Aerospace Limited (50%) 
TAI Limited 
Westsat Limited (25%) 


y- owned directly or indirectly by one or more 
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Innotech Aviation Ltd. (30%) 

Cross Canada Flights Ltd. (49%) 

Innotech Aviation Nfld. Ltd. (49%) 
International Aeradio (Caribbean) Limited (1%) 
Société internationale de télécommunications 

aéronautiques (0.78%) 


Atlantic Pilotage Authority (C-I) 

Atomic Energy of Canada Limited (C-1) 
Bank of Canada (Exempted) 

Canada Council (Exempted) 

Canada Deposit Insurance Corporation (C-I) 


Canada Development Investment Corporation (C-II) 


Subsidiaries held at 100% 
Canadair Financial Corporation 
Canadair Limited 
Canadair Challenger Inc. 
Canadair International Limited 
Canadair Services Limited 
Challenger Aviation Service GmbH 
Eldorado Nuclear Limited 
Eldorado NPI Limited 
Eldorado Aviation Limited 
Eldorado Resources Limited 
119371 Canada Limited 
Eldor Resources Limited 
Key Lake Mining Corp. (16.6%) 
Associates held at less than 50% 
Varity Corporation (20%) 


Canada Harbour Place Corporation (C-I) 
Canada Lands Company Limited (C-I) 
Subsidiaries held at 100% 
Canada Lands Company (Mirabel) Limited 


Canada Lands Company (Le Vieux-Port de Montréal) Limited 
Canada Lands Company (Vieux-Port de Québec) Inc. 


. Canada Mortgage and Housing Corporation (C-I) 
. Canada Museums Construction Corporation Inc. (C-I) 


. Canada Ports Corporation (C-II) 


Subsidiary held at 50-99% 
Ridley Terminals Inc. (90%) 


. Canada Post Corporation (C-I) 
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Canadian Broadcasting Corporation (Exempted) 


Associates held at less than 50% 
Master FM Limited (20%) 
Visnews Limited (33%) 
News Film Services Limited 
British Commonwealth International Newsfilm Agency Limited 
Viscom International (USA) Limited 
Télévision St. Francois Inc. 


. Canadian Commercial Corporation (C-1) 

. Canadian Dairy Commission (C-1) 

. Canadian Film Development Corporation (Exempted) 

. Canadian Institute for International Peace and Security (Exempted) 
. Canadian Livestock Feed Board (C-1) 


. Canadian National Railway Company (C-II) 


Subsidiaries held at 100% 
Autoport Limited 
The Canada and Gulf Terminal Railway Company 
Canadian National Express Company 
The Canadian National Railways Securities Trust 
Canadian National Steamship Company, Limited 
Canadian National Telegraph Company 
The Great North Western Telegraph Company of Canada (94.54%) 
Canadian National Transfer Company Limited 
Canadian National Transportation, Limited 
Chapman Transport Limited 
Empire Freightways Limited 
Royal Transportation Limited 
Transport Route Canada Inc. 
Chalut Transport (1974) Inc. 
Express Dorchester Inc. 
Canat Limited 
CN (France) S.A. 
CNM Inc. 
Coastal Transport Limited 
Halifax Industries (Holdings) Limited (33.3%) 
Lakespan Marine Inc. (50%) 
Seabase Limited (15%) 
Marine Atlantic Inc. (acting parent Crown corporation) 
CN Tower Limited 
CN Transactions Inc. 
Canac Consultants Limited 
Canadian National Hotels (Moncton) Ltd. 
Canaprev Inc. (50%) 
Canaven Limited 
CN Exploration Inc. 
CN Hotels Inc. 
East Yard Development Ltd. (50%) 
The Toronto Terminals Railway Company (50%) 
Grand Trunk Corporation 
Central Vermont Railway, Inc. 
Domestic Four Leasing Corporation 
Domestic Three Leasing Corporation 
Domestic Two Leasing Corporation 
Duluth, Winnipeg and Pacific Railway Company 
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Grand Trunk Land Development Corporation 
Grand Trunk Radio Communications, Inc. 
Grand Trunk Western Railroad Company 
The Belt Railway Company of Chicago (8.33%) 
Chicago and Western Indiana Railroad Company (20%) 
‘Trailer Train Company (2.63%) 
The Minnesota and Manitoba Railroad Company 
The Minnesota and Ontario Bridge Company 
Mount Royal Tunnel and Terminal Company, Limited 
Northwestel Inc. 
Terra Nova Telecommunications Inc. 


Subsidiaries held at 50-99% 


The Canada Southern Railway Company (50%) 

The Canadian Northern Quebec Railway Company (59.7%) 
Detroit River Tunnel Company (50%) 

EID Electronic Identification Systems Ltd. (50%) 

The Northern Consolidated Holding Company Limited (71.9%) 
The Public Markets, Limited (50%) 

The Quebec and Lake St. John Railway Company (89.1%) 
Shawinigan Terminal Railway Company (50%) 


Associates held at less than 50% 


Compagnie de gestion de Matane Inc. (49%) 

Computer Sciences Canada, Ltd. (7.87%) 

Dome Consortium Investments Inc. (16.66%) 

Eurocanadian Shipholdings Limited (18%) 

Fort Point Holdings Ltd. (25%) 

Halterm Limited (33.3%) 

OCRA Communications Inc. (now Gandalf Systems Group) (5.51%) 
Railroad Association Insurance, Ltd. (7.47%) 

Telesat Canada (3.75%) 


. Canadian National (West Indies) Steamships, Ltd. (C-I)* 
. Canadian Patents and Development Limited (C-I) 

. Canadian Saltfish Corporation (C-I) 

. Canadian Wheat Board (Exempted) 

. Canagrex (C-I)* 


. Cape Breton Development Corporation (C-I) 
Subsidiaries held at 100% 


Cape Breton Carbofuels Limited 
Darr (Cape Breton) Limited 
Dundee Estates Limited 


Subsidiaries held at 50-99% 


Whale Cove Summer Village Limited (62.5%) 


Associates held at less than 50% 


Bay Lumber Limited (7%) 

Cape Breton Offshore Fabricators Limited (33.3%) 
Eastern Carbide Tools Limited (1%) 

Haak Conveyor & Manufacturing Limited (42%) 


* In process of dissolution 
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Newco Mining Limited (10%) 


Sun Mountain Development Limited (Cape Breton Ski Club) (4%) 


4 M Panga Hotel Co. Limited (45%) 

Defence Construction (1951) Limited (C-I) 
Export Development Corporation (C-I) 
Farm Credit Corporation (C-I) 
Federal Business Development Bank (C-I) 
Freshwater Fish Marketing Corporation (C-I) 
Great Lakes Pilotage Authority, Ltd. (C-I) 
Halifax Port Corporation (C-II) 
Harbourfront Corporation (C-I) 

Subsidiaries held at 100% 


Peter Street Basin Properties Inc. 
630370 Ontario Ltd. 


Subsidiaries held at 50-99% 


Harbourpoint Developments (Harbourfront) Limited 

Art Gallery at Harbourfront (membership interest) 

School-By-the-Water (membership interest) 
International Centre for Ocean Development (C-1) 


International Development Research Centre (Exempted) 


Laurentian Pilotage Authority (C-I) 

Mingan Associates Ltd. (C-I) (Inactive) 
Montreal Port Corporation (C-IT) 

National Arts Centre Corporation (Exempted) 
National Capital Commission (C-I) 

Northern Canada Power Commission (C-I) 
Pacific Pilotage Authority (C-I) 


Petro-Canada (C-IT) 


Subsidiaries held at 100% 
Amauligak Explorations Inc. 
Bent Horn Development Inc. 
Canertech Inc. 


Hunter Enterprises Orillia Limited (60%) 


Sparfil International Inc. (49%) 
Valera Electronics Inc. (11.3%) 
Canertech Conservation Inc. 


Canertech Conservation (N.B. - P.E.I.) Inc. (81.6%) 
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Canertech Conservation (N.S.) Inc. (80%) 
Canertech Conservation (Ontario) Inc. (88.9%) 


107744 Canada Inc. 


Petro-Canada Consulting Corporation 
Petro-Canada International Assistance Corporation (acting parent Crown corporation) 
Petro-Canada Inc. 


Arctic Pilot Project Inc. 

Asher American, Inc. 

Blakeny and Son (1979) Ltd. 

Fifth Pacific Stations Ltd. 

GMI Co. (Bahamas) Limited 

Independent Fuels & Lumber Ltd. 

Joseph Elie Limited 

Morrow Fuel Oil Sales Ltd. 

Northwest Terminals Ltd. 

Opal Oils Limited 

Commodore Oils Limited 

First Pacific Stations Ltd. 
Second Pacific Stations Ltd. 
Third Pacific Stations Ltd. 
Fourth Pacific Stations Ltd. 

Pacific Petrochemicals Limited* 

Pacific Petroleums Limited* 


Pacific Petroleums (Overseas) Limited 


Pacific Pipelines, Inc. 
Petro-Canada Hydrocarbons Inc. 
Petro-Canada (Barito) Inc. 
Petro-Canada Chemicals Inc. 
Petro-Canada Drilling Inc. 
Petro-Canada Enterprises Inc.* 
Petro-Canada Espanola, S.A. 
Petro-Canada Norway A/S 
Petro-Canada Oil & Gas Inc. 


Petro-Canada Petroleum Marketing Inc. 


Petro-Canada Petroleum Inc.* 
BP Marketing Canada Limited 
Depanneurs Le Frigo Ltée. 
Chatelaine Restaurants Limited 
Saint Laurent Petroleum Inc. 
Petro-Canada (U.K.) Limited 
Petroleum Transmission Company 
Petron Petroleum Limited 
Prairie Leaseholds Limited 
Rocair Limited 

Servico Limitée/Servico Limited 
Venezuelan Canadian Oils, C.A. 


Venezuelan Pacific Petroleums, C.A. 


Xychem Inc. 

103912 Canada Inc. 
106616 Canada Inc. 
106618 Canada Inc. 
106619 Canada Inc. 
106620 Canada Inc. 
106621 Canada Inc. 
146923 Canada Ltd. 
146924 Canada Ltd. 


* In process of dissolution 
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Subsidiaries held at 50-99% 
Canstar Oilsands Ltd. (50%) 
Keyanaw Oils Sands Limited (50%) 
Les Huiles Du Royaume Inc. (50%) 
Marchand Petroleum (Canada) Inc. (50%) 
Panarctic Oils Ltd. (52.73%) 
Petro-Canada Centre Finance Inc. (50%) 
Petro-Canada Centre Inc. (50%) 
Sedpex Inc. (50%) 
Viatec Resource Systems, Inc. (50%) 
Wapisoo Oils Sands Ltd. (50%) 
288564 Alberta Ltd. (50%) 


Subsidiaries held at less than 50% 
Ducharme & Carbone (1981) Inc. (43.8%) 
Harvey’s Oil Limited (49.9%) 
Internationale de Services Industriels et Scientifique, S.A. (27%) 
Les Petroles Sherbrooke Inc. (47%) 
McAsphalte Inc. (49%) 
Marc Dufresne (1978) Inc. (49.99%) 
Northward Development Ltd. (17%) 
Perry Fuels Inc. (49%) 
Petroles de la Mauricie (Canada) Inc. (49.99%) 
Petroles M. Miron Inc. (49.9%) 
Petroles St. Jean Sur Richelieu Inc. (49%) 
Roma Fuels Limited (49%) 
Sulconam Inc. (7.6%) 
Syncrude Canada Ltd. (17%) 
Thermo Page Inc. (49.9%) 
Town & Country Fuels (1980) Inc. (49%) 
Westcoast Transmission Company Ltd. (31.2%) 
113989 Canada Ltd. (49.9%) 
128963 Canada Inc. (49%) 
139741 Canada Ltée. (49%) 


Subsidiaries held at less than 5% (other interests) 
Campbell Resources Inc. 
Cheyenne Petroleum Corp. (NPL) 
Cynthia Gas Gathering Company 
International Standard Resources Ltd. 
Manhattan Continental Dev. Corp. 
Mascot Gold Mines Ltd. 
New Nadina Explorations Ltd. 
Nova, An Alberta Corporation 
Pacific Energy Resources Ltd. 
Pacific Northern Gas 
Peace Pipe Line Ltd: 
Petrogas Processing Ltd. 
Polar Gas Engineering Services Ltd. 
Redwater Water Disposal Co. 
Riley’s Data Share 
Rimbey Pipe Line Co. Ltd. 
Sultran Ltd. 
Wardean Drilling Co.. Limited 
204383 Enterprises Inc. 


45. Port of Quebec Corporation (C-IT) 


46. Prince Rupert Port Corporation (C-II) 
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. Royal Canadian Mint (C-I) 

. Standards Council of Canada (C-I) 

. St. Anthony Fisheries Limited (C-I)* 
. St. John’s Port Corporation (C-II) 


. The St. Lawrence Seaway Authority (C-I) 


Subsidiaries held at 100% 
The Jacques Cartier and Champlain Bridges Incorporated 
The Seaway International Bridge Corporation, Ltd. 
Teleglobe Canada (C-II) 
Subsidiaries held at 100% 
Teleglobe Canada Limited 
Vancouver Port Corporation (C-II) 


VIA Rail Canada Inc. (C-I) 


Associates held at less than 50% 
Railroad Association Insurance, Ltd. (4%) 


3.2 JOINT AND MIXED ENTERPRISES 
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These are enterprises with share capital owned jointly with other governments and/or other organizations to further 
common objectives. 


Note: Subsidiaries and associates are not listed. 


ie 


2. 


8. 


2: 


10. 


LI 


Canada Development Corporation 

Canarctic Shipping Company Limited 

Cooperative Energy Corporation 

Lower Churchill Development Corporation Limited 

Mohawk St. Régis Lacrosse Ltd. (inactive) 

Nanisivik Mines Limited 

National Sea Products Ltd. 

Newfoundland and Labrador Development Corporation Limited 
North Portage Development Corporation 

NPM Nuclear Project Managers Canada Inc. 


N.S. Holdco Ltd. 


* In process of dissolution 
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12. Société Inter-Port de Québec 

13. Telesat Canada 

14. 125459 Canada Ltd. 


Under terms of the Bankruptcy Act, the Superintendent of Bankruptcy has received shares in the following 
corporations: 


15. Prestige Poultry Products Ltd. 

16. Mount Nansen Mines Ltd. 

| 17. Geoform Designs Inc. 

| 18. Captain Scotts Fish & Chips (1978) Ltd. 
19. Romfield Building Corporation Ltd. 

20. Dreco Energy Services 

21. International Hydrodynamics Co. Ltd. 
22. Wilanour Resources Ltd. 

23. Blake Resources 


| 24. Totran Services Ltd. 


25. House of Brougham Ltd. 


| 26. Equity Capital Investments Ltd. 


3.3 OTHER ENTITIES 


These are entities without share capital for which the Government of Canada has a right to appoint members to the 


1. Agricultural Products Board 

: 2. Asia-Pacific Foundation of Canada 

3. The Army Benevolent Fund 

4. Association for the Export of Canadian Books 

| 5. The Blue Water Bridge Authority 

6. Board of Trustees of the Queen Elizabeth I] Canadian Fund to Aid in Research on the Diseases of Children 
7. Buffalo and Fort Erie Public Bridge Authority 

(8. Calgary Olympic Development Association 

9. Canadian Fitness and Lifestyle Research Institute Inc. (Canada Fitness Survey) 


10. Canada Grains Council 
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11. The Canadian Co-operative Implements Limited 
12. Canadian International Grains Institute 


13. Coaching Association of Canada 


14. Forest Engineering Research Institute of Canada 


Harbour Commissions 
15. Fraser River Harbour Commission 
16. The Hamilton Harbour Commissioners 
17. Thunder Bay Harbour Commission 
18. Nanaimo Harbour Commission 
19. North Fraser Harbour Commission 
20. Oshawa Harbour Commission 
21. Port Alberni Harbour Commission 
22. The Toronto Harbour Commissioners 
23. Windsor Harbour Commission 
24. Hockey Canada Inc. 
25. International Fisheries Commissions Pension Society 
26. Last Post Fund 
27. Medical Council of Canada 
28. National Parks Citizens Committee Inc. 
29. The Nature Trust of British Columbia 
30. National Sport and Recreation Centre, Inc. 
31. Oo-Za-We-Kwun Centre Inc. (inactive) 
32. PARTICIPaction 
33. POS Pilot Plant Corporation 
34. Roosevelt Campobello International Park Commission 
35. Saint John Harbour Bridge Authority 
36. Terry Fox Humanitarian Award Inc. 
37. The Vanier Institute of the Family 
38. Western Grains Research Foundation 


39. XV Winter Games Organizing Committee (OCO’88) 
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3.4 INTERNATIONAL ORGANIZATIONS 


Entities created pursuant to international agreements where Canada has a right to appoint or elect members to a 
governing body. 


1. African Development Bank 

2. African Development Fund 

3. Asian Development Bank 

4. Caribbean Development Bank 

5. Commonwealth War Graves Commission 

6. Inter American Development Bank 

7. International Bank for Reconstruction and Development 
8. International Boundary Commission 

9. International Development Association 

10. International Finance Corporation 

11. International Fund for Agricultural Development 
12. International Joint Commission 


13. International Monetary Fund 
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-APPENDIX ‘A’ 
Additions/Deletions to Part II Listings 
July 31, 1985 — July 31, 1986 
Name Change Notes 

106617 Canada Inc. Deleted Petro-Canada 

123627 Canada Inc. Deleted Petro-Canada 

146923 Canada Ltd. Added Petro-Canada 

146924 Canada Ltd. Added Petro-Canada 

630370 Ontario Ltd. Added Harbourfront 

Air Nova Added Air Canada 

Air Ontario Holdings Inc. Added Air Canada 

Aircraft Finance Limited Added Air Canada 

Amauligak Exploration Inc. Added Petro-Canada 

Aquilla Holdings Ltd. Deleted Petro-Canada 

Arctic Islands Resources Ltd. Deleted Petro-Canada 

Big Eagle Oil & Gas Ltd. Deleted Petro-Canada 

BP Home Comfort Limited Deleted Petro-Canada 

Cal-Jet Holdings Limited Deleted Petro-Canada 

Canadian Arsenals Limited Deleted Sold 

Canadian General Atomic Corporation Limited Deleted Canada Development Investment 
Corporation 

Canarch Limited Deleted Canada Development Investment 
Corporation 

Dreco Energy Services Added Superintendent of Bankuptcy 

The de Havilland Aircraft of Canada Limited Deleted Sold 

de Havilland Canada, Inc. Deleted Sold 

Dome Consortium Investment Inc. Added Canadian National Railways 

enRoute Card International Inc. Added Air Canada 

European Expedite Limited Added Air Canada 

Express Dorchester Inc. Added Canadian National Railways 

Footwear and Leather Institute Deleted Regional Industrial Expansion 

GPA Holdings Limited Added Air Canada 

GPA Netherlands B.V. Added Air Canada 

GPA Spacecon Limited Deleted Air Canada 

Guinness Peat Aviation (Belgium) S.A. Added Air Canada 

Intercast S.A. Deleted Canadian National Railways 

Les Entreprises Buissiéres Ltée Deleted Canadian National Railways 

Les Huiles Desroches Inc. Deleted Petro-Canada 

L.M. Petroleum Inc. Deleted Petro-Canada 

Loto Canada Inc. Deleted Dissolved 

Morrow Fuel Oil Sales Ltd. Added Petro-Canada 

Marine Atlantic Inc. Added Canadian National Railways — 
formerly CN Marine Ltd. 

National Parks Citizens Committee Inc. Added Created 1983 — omitted from previous 
listing 

Northwest Terminals Ltd. Added Petro-Canada 

NPM Nuclear Project Managers Canada Inc. Added Created 1982 — omitted from previous 
listing 

Pécheries Atlantique du Québec Inc. Deleted Sold 

Pécheries Canada Inc. Deleted Sold 

Pécheries Cartier Inc. Deleted Sold 

Pécheries Maritime de Gaspé Deleted Sold 

Peter Street Basin Properties Inc. Added Harbourfront 

Petro-Canada (Barito) Inc. Added Petro-Canada 


Petro-Canada Hydrocarbons Inc. Added Petro-Canada 
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Name 


Petro-Canada Products Inc. 

Petro-Canada Resources Inc. 

Prairie Minerals Limited 

Railroad Association Insurance, Ltd. 

Railroad Association Insurance, Ltd. 

Servico Limitée/Servico Limited 

Sixpro Inc. 

Societa a responsibilita limitata Immobiliare San 
Sebastiano 

TAI Limited 


Télévision St. Francois Inc. 
Transportation Analysis International Limited 


Trecan Limited 
Tri-Mountain Petroleum Ltd. 
Uranium Canada Limited 
Value Serve Stations Limited 
Varity Corporation 


Westsat Limited 
XV Winter Games Organizing Committee 
(OCO ’88) 


Change 


Deleted 
Deleted 
Deleted 
Added 
Added 
Added 
Deleted 


Deleted 
Deleted 


Added 
Added 


Deleted 
Deleted 
Deleted 
Deleted 
Added 


Added 
Added 
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Notes 


Petro-Canada 

Petro-Canada 

Petro-Canada 

Canadian National Railways 
Rail Canada Inc. 
Petro-Canada 

Sold 


Dissolved 

Air Canada 
(now Transportation Analysis 
International Limited) 

Canadian Broadcasting Corporation 

Air Canada 
(formerly TAI Limited) 

Petro-Canada 

Petro-Canada 

Dissolved 

Petro-Canada 

Share restructuring of Massey- 
Ferguson Ltd., May 9, 1986 

Air Canada 

Created 1982 — omitted from previous 
listing 
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